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sive, which  may  be  obtained  in  uniform  substantial  binding 
at  $8.00  per  volume. 

COMMISSION  DECISIONS 

ILLINOIS 

300 — Investment  and  Return. 

City  of  Springfield  v.  Springfield  Gas  and  Electric  Company. 
Complaint  as  to  Rates  for  Gas  Service.  Decision  of  the  Illinois 
Public  Utilities  Commission,  Fixing  Rates.     March  9,  1916. 

Five  separate  valuations  of  the  respondent's  gas  property  were  sub- 
mitted in  this  case — two  for  the  respondent,  two  for  the  petitioner, 
and  one  by  the  Commission's  engineer.  Considerable  conflict  in 
opinion  as  to  the  basis  of  valuation  which  should  be  used  in  a  rate-making 
case,  and  as  to  unit  prices,  overhead  costs,  depreciation  and  other 
important  valuation  matters  was  shown  in  the  different  valuations. 
The  Commission  compares  the  theories  and  methods  brought  out  in 
the  testimony  and  data  presented  and  discusses  the  different  questions 
at  length. 

The  Commission  holds  that  a  fair  value  cannot  be  found  "either  by 
formula  or  by  undertaking  to  fix  or  to  assign  an  individual  value  to 
each  of  the  many  component  parts  which  enter  into  the  aggregate  plant 
or  to  segregate  the  various  elements  of  present  value  represented  by 
overheads,  working  capital,  materials  and  supplies,  intangibles,  'going 
values,'  etc."  The  Commission  is  of  the  opinion  that  a  finding  of  value 
should  "embrace  the  respondent's  system  as  a  whole"  and  should  be 
found  by  "a  reasonable  exercise  of  mature  judgment,  having  its  basis  in 
a  proper  consideration  of  all  relevant  facts." 

Editorial  Note. — All  iodented  matter  is  direct  quotation. 
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The  Commission  finds  that  the  value  of  the  property  is  $744,000  ex- 
clusive of  working  capital.  Working  capital  of  $56,000  is  allowed, 
making  the  final  value  for  rate  making,  $800,000. 

314 — Overhead  Charges. 

In  regard  to  overhead  charges,  the  Commission  says: 

"Overhead  expenses  may  be  defined  as  a  surcharge  upon  the  ap- 
praised value  of  tangible  utility  property  (or  selected  classifications 
of  the  tangible  property)  to  cover  both  actual  and  hypothetical 
items,  such  as  (1)  engineering  during  construction,  (2)  contingencies 
and  incidentals,  (3)  administration  and  legal  expense  during  con- 
struction, (4)  supervision  and  tools  during  construction,  (5)  interest 
upon  capital  expended  during  construction,  (6)  insurance  and 
taxes  during  construction,  and  (7)  other  features  of  similar  character. 
These  expenses  may  or  may  not  in  fact  exist  in  a  given  appraisal. 
In  an  original-cost  theory,  items  of  overhead  usually  exist;  but, 
more  often  than  otherwise,  a  large  portion  of  such  costs  are  reflected 
by  the  charges  existing  on  a  utility's  books,  either  in  the  capital  or 
in  the  operating  accounts.  In  a  reproduction  theory,  items  of 
overhead,  like  the  physical  property,  are  conjectural  to  the  extent 
that  the  surcharge  cannot  exist  unless  the  utility's  plant  is  actually 
duplicated — an  improbable  event.  In  general,  a  reproduction 
theory  admits  of  higher  overhead  percentages  than  does  an  actual- 
cost  method  of  valuation. 

"In  connection  with  the  determination  of  a  fair  allowance  to  cover 
overhead  expenses,  consideration  is  to  be  given  to  the  general  char- 
acteristics of  a  property  and  to  the  efficiency  of  its  operation  as  a 
public  utility,  in  order  that  measure  may  be  obtained  of  the  skill 
and  judgment  exerted  during  construction.  Overhead  expenses 
represent,  for  the  most  part,  skill,  judgment,  and  ingenuity  prepara- 
tory to  and  during  the  construction  period,  and  it  is  reasonable  to 
presume  that  such  skill,  judgment  and  ingenuity  were  paid  for  in 
proportion  to  value  received,  and  would  be  so  paid  for  if  the  property 
were  reproduced.  This  is  particularly  true  in  regard  to  engineering 
and  supervision,  and  it  should  be  borne  in  mind  that,  if  engineering 
and  supervision  fees  are  to  be  allowed  at  a  rate  for  which  first-class 
professional  services  are  to  be  procured,  the  evidence  of  eminent 
professional  service  should  be  reflected  in  the  existing  property. 
A  claim  for  engineering,  amounting  to  5  per  cent,  of  the  total  tan- 
gible property,  is  equivalent  to  a  far  greater  percentage  on  the  items 
of  property  which  justly  require  engineering  or  architectural  at- 
tention. Five  per  cent,  of  the  cost  of  a  project  is  a  very  remunerative 
fee,  either  for  engineering  or  for  supervision.  If  the  respondent's 
claims  for  overhead  percentages  are  to  be  considered  seriously,  it 
would  not  be  unreasonable  to  expect  that,  in  practically  all  of  its 
details,  the  property  would  be  very  compact,  exceptionally  efficient, 
and  highly  suitable  for  its  present  requirements." 
In  the  appraisal  of  the  property  made  by  the  Commission's  engineer, 
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an  allowance  of  15.56  percent,  weighted  average,  was  allowed  for  over- 
head charges  in  addition  to  tlie  allowance  for  contractor's  profit. 

The  following  table  shows  the  overhead  percentages  as  used  in  his 
valuation : 

Buildings 

Items  Included  in  Distri-  and  Plant  General 

Overhead  Expense  bution        Structures    Equipment   Equipment 

(1)  (2)  (3)  (4)  (5) 

%                    %  %  % 

Inventory  omissions 0.5                  1.0  0.5  1.0 

Engineering  and  architecture.  .  5.0                  5.0  5.0  .... 
General  supervision  and  wear 

on  tools 3.0                 3.0  3.0  1.0 

Interest  during  construction. . .  4.0                  3.0  3.0  2.0 

Insurance,  fire  and  liability. .. .  1.0                  1.0  1.0  0.5 
Organization    and    preliminary 

expense 1.0                  1.0  0.5  .... 

Legal  and  taxes 0.5  0.5  0.5  0.5 

Contingencies 1.0                  1.5  0.5  .... 

Total 16.0  16.0  14.0  5.0 

The  Commission  states  that  it  is  of  the  opinion  that  this  allowance  for 
overhead  is  excessive  as  applied  "under  the  original  cost  theory"  used 
by  the  engineers  and  as  applied  to  a  distribution  system  "built  piece- 
meal throughout  many  years"  as  in  the  case  of  this  property. 

315— Going  Value. 

(The  Commission's  discussion  of  "going  value"  will  be  abstracted  in  next 
week's  issue  of  Rate  Research.) 

317 — Construction  in  Advance  of  Present  Needs. 

The  company  has  constructed  a  large  gas  holder  which  is  not  in  use  at 
present  owing  to  a  dispute  with  the  City  in  regard  to  laying  mains. 
In  any  event,  the  holder  represents  construction  in  advance  of  present 
needs  and  some  controversy  arose  as  to  whether  or  not  the  value  of  the 
holder  should  be  included. 

"Extensions  and  betterments  to  plant  are  liable  to  be  made  in  large 
blocks,  dependent  upon  local  and  general  conditions  (particularly 
financial  conditions),  extraneous  to  the  load  or  to  the  sales,  and, 
when  such  blocks  of  extensions  are  completed,  the  total  plant 
capacity  usually  exceeds  the  actual  requirements  to  give  present 
service.  In  the  average  utility,  the  load  continues  to  increase  until 
the  plant  is  again  reached  and  surpassed.  The  process  is  repeated 
time  and  again,  especially  among  utilities  of  long  existence. 

"Were  a  plot  to  be  made  of  a  typical  utility  growth,  with  time  as 
abscissae  and  cost-of-plant  as  ordinates,  a  serrated  curve  would  be 
the  result  with  sharp  rises  indicating  points  of  great  activity  in  plant 
extensions,  and  with  gradual  inclines  representing  periods  of  waiting 
for  the  load  to  overtake  plant  capacity.  For  rate-making  purposes, 
it  is  essential  to  gain  some  idea  of  the  trend  of  a  curve  which  would 
repre.sent  a  normal  plant  growth  without  either  peaks  or  depressions. 
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It  is  recognized  quite  generally  that  a  valuation  taken  either  upoji  a 
peak  or  upon  a  depression  is  not  as  convincing  as  one  compiled  with 
care  when  plant  conditions  and  utility  sales  are  normal.  Valuations 
made  at  the  time  of  peaks  and  depressions,  at  most,  are  more  or 
less  distorted  pictures  of  a  normal  condition. 

"In  the  particular  case  before  the  Commission,  the  situation  would 
reflect  a  peak  were  the  entire  cost  of  the  1,000,000  cubic  foot  gas 
holder  and  accessories  thereto  included  in  the  value  of  plant  to  be 
found  hereinafter.  If  the  gas  sales  upon  which  rates  are  based 
are  to  be  taken  as  of  the  date  of  the  valuation  (and  such  should  be 
the  case),  an  injustice  to  the  consumers  would  result.  On  the 
other  hand,  were  the  large  gas  holder  to  be  excluded,  a  depression 
in  the  curve  would  be  reflected,  and  an  injustice  to  the  respondent 
would  result  thereby.  For  rate-making  purposes,  obviously  only  a 
proper  proportion  of  the  cost  of  the  gas  holder  (and  accessories)  is 
to  be  taken  into  consideration  in  reaching  a  reasonable  conclusion 
as  to  an  equitable  total  valuation  of  the  gas  property  in  Springfield." 

318— Working  Capital. 

"Working  capital  properly  should  represent  a  sum  which  is  sufficient 
and  ample  under  normal  conditions  to  meet  and  carry  the  obli- 
gations incurred  in  bills  payable  prior  to  a  reimbursement  obtained 
from  bills  receivable.     .     .     ." 

340 — Rate  of  Return. 

The  Commission  states  that  fair  rate  of  return  is  to  be  measured  by 
the  average  annual  interest  which  is  necessary  to  attract  capital  to  invest 
in  legitimate  utility  securities  in  the  state  and  in  Springfield  in  particular. 

"What,  then,  is  money  reasonably  worth  upon  investment  in  gas 
utility  property  in  Springfield?  The  weight  of  the  evidence,  together 
with  all  existing  facts,  would  seem  to  indicate  that  funds  usually 
can  be  secured  at  a  figure  quite  close  to  six  per  cent  per  annum. 
The  respondent's  recent  5  per  cent.  30-year  bond  issue,  which  sold 
at  85,  would  apparently  bear  directly  upon  the  question.  A  5  per  cent, 
bond,  purchased  at  85,  will  net  slightly  less  than  6  per  cent,  per 
annum,  neglecting  the  amortization  of  the  discount,  and  will  net 
but  slightly  more  than  6  per  cent  per  annum  if  the  bond  is  held  the 
full  thirty  years  and  refunded  at  par.  It  follows,  that,  any  rate  of 
return  in  excess  of  6  per  cent,  will  be  compensatory  to  the  share- 
holders, for  the  inherent  risks  involved  in  the  gas-making  industry. 

"What  is  a  measure  of  the  shareholder's  risk  in  Springfield?  Owing 
to  the  wide  monopolistic  privileges  accorded  a  public  utility  under 
the  modern  doctrine  of  state  regulation,  the  returns  from  utility 
investments  are  exceptionally  secure.  Utility  services  which  a  few 
years  ago  were  luxuries,  are  today  necessities  for  a  majority  of 
the  citizens  of  a  community  such  as  Springfield.  The  respondent 
is  a  corporation  which  is  furnishing  gas  service  to  the  residents  of 
an  old,  substantial  and  growing  city — a  service  which  is  universally 
recognized  as  ha^'ing  passed  the  stage  of  being  treated  merely  as  a 
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convenience.  During  years  to  come,  the  demand  for  utility  services 
doubtless  will  increase  and  thereby  will  tend  further  to  secure  the 
income  derived  from  utility  property.  A  gas  utility  in  a  territorial 
unit  under  state  regulation,  is  recognized  as  a  monopoly,  and,  as 
such,  in  contrast  with  some  other  enterprise  whose  product  is  con- 
sumed subject  to  public  whim  and  whose  income  is  dependent  thereon, 
appears  to  be  an  exceptionally  desirable  investment.  It  is  to  be  admit- 
ted, however,  that  the  trend  of  development  as  exemplified  by  the 
past,  cannot  be  predicted  with  absolute  certainty.  Emergencies  may 
arise,  and  the  meeting  of  such  emergencies  may  entail  a  considerable 
expense  which  makes  it  necessary  to  allow  a  utility  to  earn  more  than 
a  nominal  interest  in  order  that  additional  capital  may  be  attracted 
whenever  necessary.  Whether  or  not  a  utility,  in  past  operations, 
has  fulfilled  its  duty  toward  the  public,  in  rendering  service,  in  an 
adequate  and  efficient  manner  by  keeping  abreast  of  scientific  and 
economic  development,  and  whether  or  not  it  has  rendered  service 
of  suitable  quality  to  its  consumers  and  conducted  its  business  with 
a  view  of  giving  to  its  patrons  full  opportunity  to  utilize  gas  service 
to  advantage,  are  matters  to  be  considered  with  other  evidence  in 
reaching  a  decision  as  to  a  proper  rate-of-return.  A  utility  which  is 
excellently  managed,  progressive  in  development,  alive  to  the  public 
requirements,  aggressive  in  securing  new  business,  economical  in 
operation,  courteous  to  consumers,  and  fundamentally  honest  in 
all  transactions,  should  receive  greater  consideration,  in  the  fixing 
of  a  fair  rate-of-return,  than  should  a  utility  of  which  the  reverse  is 
true. 

"As  to  an  equitable  rate-of-return,  the  Commission,  taking  into 
consideration  the  nature  and  inherent  risks  of  public-utility  invest- 
ments in  general,  and  particularly  considering  all  the  facts  and  cir- 
cumstances in  evidence  relating  to  this  particular  gas  utility,  as  well 
as  the  testimony  regarding  the  local  peculiarities  and  characteristics 
of  Springfield  and  its  population,  finds  7  per  cent,  per  annum  to  be 
a  fair  rate  of  return  upon  the  fair  and  reasonable  value  of  the  active 
gas  property  found  hereinabove.  It  may  be  observed  in  passing, 
that,  where  capital  is  proportioned  on  a  basis  of  25  per  cent,  in 
stock  (par  value)  to  75  per  cent,  in  bonds,  a  7  per  cent,  rate  of  return 
upon  a  fair  value  of  the  property  is  equivalent  to  approximately 
a  10  per  cent,  rate  of  return  upon  the  stock  issue,  under  the  customary 
interests  and  discounts  which  seem  to  prevail  on  utility  bonds  in  the 
]\Iiddle  West.  It  is  to  be  seen,  moreover,  that  a  7  per  cent,  rate  of 
return  upon  the  value  of  the  property  ascertained  herein  is  equivalent 
to  approximately  15  per  cent,  per  annum  on  the  total  money  actually 
paid  into  the  utility's  treasury  by  the  investors,  as  nearly  as  may  be 
ascertained  from  the  record  in  the  case." 

352 — Expense. 

No  allowance  was  made  for  "extraordinary  expenses"  incurred  in  this 
particular  rate-making  procedure  before  the  Commission.  The  Com- 
mission finds  that  during  the  pendency  of  this  proceeding,  the  rates 
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for  service  created  an  excess,  above  adequate  allowance  for  return 
and  depreciation,  sufficient  to  more  than  cover  such  unusual  expense, 
360 — Depreciation . 

An  extended  discussion  of  depreciation  is  given  in  the  decision  in  which 
the  holdings  of  various  courts  and  commissions  are  reviewed. 

"It  appears  that  of  the  entire  general  subject  of  depreciation,  two 
phases  of  the  situation  are  primarily  at  issue  in  this  particular  case — 
(1)  whether  or  not  depreciation  is  to  be  deducted  from  estimated 
cost  new  or  from  present  value,  and  (2)  whether  or  not  the  rate  of 
depreciation  in  the  past  is  fundamentally  different  from  the  rate 
which  the  future  will  reveal. 

"Depreciation  may  be  divided  into  two  classes — physical,  due  to 
wear  and  tear,  and  functional,  due  to  inadequacy  and  obso- 
lescence which  require  replacement  of  equipment  before  it  actually 
is  worn  out  Depreciation  of  both  classes  is  di\dded  further  into 
complete  and  incomplete  depreciation.  The  former  represents 
that  part  of  the  original  equipment,  which,  through  destruction 
or  obsolescence  has  perished  as  useful  property,  whereas  the  latter 
represents  impairment  in  value  of  the  portions  of  an  aggregate  plant 
which  remain  in  existence  and  in  continued  use  (cf.  Knoxville  Case). 
A  case  in  the  Federal  courts  expressly  recognizing  the  inclusion  of 
functional  depreciation  is  that  of  Des  Moines  Water  Company 
vs.  City  of  Des  Moines  (1911).  After  discussiong  briefly  the  repro- 
duction method  of  valuation,  the  Court  states,  to-wit: 

"  '*     *     *and  from  which,  to  get  at  the  value  of  the  present  plant, 
there  would   be  deducted  the  value  of  depreciation,  either  by  fmic- 
tional  or  physical  depreciation.'     (192  Fed.  193,  197). 
"The  decision  of  the  lower  court  was  afterward  affirmed  in  the 
Supreme  Court  of  the  United  States  (35  Sup.  Ct.  Rep.  811). 

"It  is  the  opinion  of  this  Commission  that  the  weight  of  authority 
compels  a  reasonable  deduction  from  cost-new  for  accrued  depre- 
ciation— ^both  physical  and  functional — and  further  requires  in 
equity  to  both  consumer  and  utility  an  identical  treatment  of  the 
subject  in  all  its  phases.  The  amount  of  such  depreciation  deduc- 
tion, however,  is  a  matter  of  judgment,  or  as  Mr.  Justice  Hughes 
points  out  in  the  Minnesota  Rate  Case: 

"  'It  is  not  a  matter  of  formulas,  but  there  must  be  reasonable 
judgment  having  its  basis  in  a  proper  consideration  of  all  relevant 
facts.'     .      .      . 

"As  to  whether  or  not  the  public  utility  property  depreciates  after 
its  original  installation,  the  reasons  customarily  advanced  for  the 
elimination  of  such  accrued  depreciation  consist  of  a  belief  (1)  that 
the  reproduction-cost-new  (undepreciated)  is  the  amount  of  money 
which  would  necessarily  be  expended  by  a  utility  in  duplicating 
its  plant,  (2)  that  a  well  operated  utility,  from  a  consumer's  point 
of  view,  in  delivering  100  per  cent  service  is  in  100  per  cent  service 
condition,  irrespective  of  an  actual  deterioration  of  physical  plant, 
which  will  render  ultimate  replacement  unavoidable,  and  (3)  that 
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a  fair  rate-of -return,  therefore,  should  be  based  upon  a  cost-new 
and  not  upon  some  depreciated  value. 

"Preponderance  of  judicial  decisions  supports  this  view.  Where 
the  courts,  in  rare  instances,  have  taken  other  attitudes,  it  may  be 
attributed  generally  to  some  special  consideration  involved  in  the 
case  under  trial,  such  as  a  proven  marked  deficiency  in  past  earn- 
ings, which  were  quite  inadequate  to  compensate  the  utility  for 
accrued  depreciation.  The  courts  may  also  have  been  influenced 
by  a  doctrine  that  excessive  utility  earnings  of  the  past,  under  an 
archaic  standard  of  business  ethics,  ought  not  possibly  to  bear 
weight  in  a  procedure  of  rate-making  based  upon  the  more  recent 
standard  of  regulation  by  the  state.  In  the  case  at  bar,  the  respond- 
ent's past  operations,  however,  have  been  so  successful  that  there 
can  exist  no  doubt  but  that  accrued  depreciation  has  been  met 
and  paid  back  to  the  investors  by  the  consumers. 

"In  the  case  at  bar,  the  depreciation  fund  is  represented  and  reflected 
either  by  past  reinvestment  in  additions  and  betterments  to  the 
property  or  in  the  surplus  fund — or  in  both." 

The  Commission  believes  that  the  situation  must  be  faced  squarely 
that,  in  a  broad  sense,  property  does  depreciate  in  value  with  age,  with 
use,  with  changes  in  the  art  (obsolescence),  and  with  increases  in  send- 
out    (inadequacy). 

"Disregard  of  the  underlying  principles  of  depreciation  has  placed 
many  a  public  utility  (and  other  corporations)  in  the  hands  of 
receivers.  Progressive  utilities  recognize  that  it  is  fundamental 
to  corporate  existence  to  set  aside  adequate  depreciation  reserves. 
It  is  to  be  pointed  out  that  in  general,  utilities  fare  much  better 
by  an  acceptance  of  some  consistent  theory  of  depreciation  than 
they  would  if  depreciation  is  to  be  rejected.      ... 

"In  view  of  all  facts  in  this  case,  the  Commission  finds  that  it  is 
but  reasonable,  proper,  and  equitable  to  make  deductions  from  cost- 
new  to  cover  accrued  depreciation,  both  physical  and  functional, 
and,  that  it  is  proper  to  treat  depreciation  consistently  in  all  its 
features." 

365.1— Straight  Line  Method. 

"In  fixing  upon  a  reasonable  and  an  equitable  annual  depreciation 
to  cover  future  operating  conditions,  this  Commission,  in  general, 
leans  toward  a  simple  straight  line  method  that  provides  for  the 
setting  aside  of  equal  yearly  installments  which  ultimately  accumu- 
late into  a  depreciation  (or  renewal,  or  surplus)  fund." 

366 — Depreciation  Funds. 

"The  accrued  depreciation  fund  so  accumulated  should  be  drawn 
upon  only  for  renewals  and  replacements  of  existing  unamortized 
property,  and  should  remain  intact  in  an  individual  and  separate 
account  (except  for  such  withdrawals  as  are  made  necessary  to 
reimburse  the  investors  for  future  depreciation  only).  The  fund 
should  be  subject  to  an  annual  audit  by  this  Commission's  account- 
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ants,  and  should  receive  full  credit  for  all  interest  which  it  may  earn. 
With  the  consent  and  approval  of  the  regulatory  body,  coupled  with 
proper  and  judicious  utility  management,  a  large  portion  of  the 
accumulated  depreciation-reserve  either  could  be  invested  safely 
in  readily  marketable  bonds  or  could  be  re-invested  to  great  ad- 
vantage in  extensions  and  betterments  of  existing  property." 

The  Commission  makes  an  annual  allowance  in  this  case  equivalent 
to  1.89  per  cent  per  annum  of  the  value  of  the  property  or  6.5  cents 
per  thousand  feet  of  gas  sold. 

720— Rate  Schedules. 

The  company  had  in  effect  a  schedule  of  block  meter  rates  with  a 
primary  rate  of  $1.20  gross  or  $1.00  net  per  thousand  cubic  feet,  scaled 
down  to  80  cents  gross  or  60  cents  net,  subject  to  a  minimum  charge  of 
25  cents  net  per  month.  It  is  stated  that  the  minimum  bill  is  excep- 
tionally low,  and  the  Commission  provides  a  minimum  1)111  of  50  cents. 
The  new  rates  are  as  follows : 

Rate. 

90  cents  gross  per  thousand  cubic  feet  for  the  first  10,000  cubic  feet  used  per 

month. 

85  cents  gross  per  thousand  cubic  feet  for  the  next  10,000  cubic  feet  used  per 

month. 

80  cents  gross  per  thousand  cubic  feet  for  the  next  30,000  cubic  feet  used  per 

month. 

75  cents  gross  per  thousand  cubic  feet  for  the  next  150,000  cubic  feet  used  per 

month. 

70  cents  gross  per  thousand  cubic  feet  for  all  over  200,000  cubic  feet  used  per 

month. 

Prompt  Payment  Discount. 

A  discount  of  ten  cents  per  thousand  cubic  feet  of  gas  shall  be  allowed  upon 
all  accounts  paid  in  full  within  ten  days  after  the  date  of  the  statement.  State- 
ments shall  be  rendered  monthly,  on  a  day  reasonably  close  to  the  first  of  the 
month.  The  date  of  the  statement  shall  be  the  day  of  the  month  upon  which 
statements  are  mailed  (or  otherwise  distributed)  to  the  consumers  of  Springfield. 

Minimum  Charge. 

A  minimum  charge  of  fifty  cents  per  month  per  meter  shall  be  assessed  monthly 
to  each  consumer  who  fails  to  use  at  least  six  hundred  and  twenty-five  cubic 
feet  of  gas  per  meter  per  month. 

226.5— Standards  of  Service. 

In  regard  to  the  quality  of  gas  which  the  company  will  be  required  to 
furnish,  the  Commission  says: 

"In  the  present  stage  of  development  of  gas  fixtures  and  appliances, 
the  canclle-power  standard  is  a  more  or  less  obsolete  criterion;  the 
heat-unit  measure  is  a  fairer  standard.  Very  few  bare  gas  flames 
are  now  burned  by  consumers.  The  average  gas  consumer  now 
realizes  that  it  is  far  more  economical  to  take  advantage  of  the 
savings  in  gas  bills  resulting  from  the  use  of  incandescent  JDurners 
'  that  utilize  the  heat  content  of  the  gas.  High  candle-power  in 
gas  is  procured  only  by  the  injection  of  an  oil  spray  during  the  process 
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of  manufacture.  Due  to  the  recent  marked  increase  in  the  price 
of  petroleum  products,  oil  for  gas-making  purposes  is  growing  more 
and  more  expensive.  Economies  in  the  respondent's  operating 
expenses  are  to  be  effected  by  the  elimination  of  an  unessential 
candle-power  restriction.  Accordingly,  the  Commission  will  permit 
the  respondent,  should  it  so  desire,  to  lower  its  candle-power  standard 
but  will  not  permit  a  decrease  of  the  existing  heat-unit  standard 
of  600  British  thermal  units  per  cubic  foot  of  gas.  Otherwise  the 
respondent's  gas  product  is  to  conform  strictly  to  this  Commission's 
'Rules  Establishing  Standards  of  Service  for  Gas.'  " 

NEW  JERSEY 

224.5 — Rates  Fixed  by  Contract. 

Burlington  Sea\^rage  Company,  Application  For  Approval  of  a  New 
Schedule  of  Rates.  Decision  of  the  New  Jersey  Board  of  Public 
Utility  Commissioners,  Dismissing  the  Application.    March  22,  1916. 

The  application  for  an  increase  in  rates  raised  the  question  as  to  whether 
or  not  the  applicant  utility  should  be  relieved  by  the  Board  from  its 
obligations  under  the  contract  with  the  city  of  Burlington.  The  Com- 
pany was  organized  under  and  in  accordance  with  a  statute  pertaining 
to  the  organization  and  operation  of  a  sewerage  company. 

The  ordinance  agreement  between  the  city  and  the  company  complied 
with  the  statutory  direction  that  they  "annex  to  such  consent  t-ie 
maximum  prices  or  rents  that  may  be  charged." 

The  company  has  operated  under  this  contract  for  a  number  of  years, 
and  it  does  not  deny  that,  but  for  the  passage  of  the  Public  Utility 
Act,  it  would  be  its  duty  to  continue  to  serve  in  accordance  with  the 
statute  and  ordinance.  The  company  claims,  however,  that  this 
contract  is  not  binding  upon  the  Board  and  that  the  Board  may  allow 
the  increase  in  rates  applied  for. 

The  Board  says: 

"We  agree  with  the  contention  that  the  power  of  municipalities  to 
provide  by  contract  with  public  utilities  respecting  rates  is  subject 
to  the  power  of  this  Board  to  fix  rates  and  that  ordinance  provisions 
contravening  this  power  must  give  way." 

While  the  Board  holds  that  it  has  the  power  to  order  the  increase,  it 
takes  up  the  question  as  to  whether  or  not  the  utility  in  this  particular 
case  should  be  relieved  of  its  contractual  obligations,  and  it  concludes: 

"If  this  Board  is  to  set  aside  the  contract  made  by  the  petitioner, 
it  should  appear  that  the  terms  of  the  contract  involve  'such  loss 
and  hardship  as  to  make  it  impossible  for  the  company  to  render 
safe,  adequate  and  proper  service.' "  .  .  .  (Application  Wildwood 
Water  Works  Company,  March  24,  1914,  5  Rate  Research  200.) 

From  an  examination  of  the  earnings  and  expenses  of  the  company 
and  the  value  of  the  property,  it  appeared  that  "the  Company  is  earning 
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more  than  two  and  one-half  per  cent  on  the  value  of  the  property  devoted 
by  it  to  the  public  use." 

"Rates  that  will  produce  that  income  cannot  be  said  to  be  con- 
fiscatory. It  does  not  appear  that  the  denial  of  an  increase  in  rates 
w^ll  involve  such  loss  and  hardship  as  to  make  it  impossible  for  the 
company  to  render  safe,  adequate  and  proper  service. 

"Nor  does  any  question  of  discrimination  in  rates  arise. 

"In  this  situation,  the  Board  is  unwilling  to  relieve  a  utility  which, 
with  all  the  deliberation  necessitated  by  a  compliance  with  the 
statute  from  which  it  derives  its  being  enters  into  a  contract,  from 
the  self  imposed  limitations  of  that  contract.  In  so  doing,  the 
Board  would  be  using  the  power  conferred  upon  it  by  the  State  to 
set  aside  a  contract  entered  into  under  the  statute  for  the  benefit 
of  one  of  the  parties  which  it  could  not  itself  set  aside.  Every  other 
legal  entity,  human  or  corporate,  is  bound  by  its  contracts.  A 
utility  should  not  be  an  exception  to  the  rule,  and  unless  a  condition 
similar  to  those  mentioned  above  justifies  the  Board's  interference, 
it  will  leave  the  parties  where  it  finds  them."     .     .     . 


NEW  JERSEY. 

224.5 — Rates  Fixed  by  Contract. 

CoLLiNGSWOOD  Sewerage  Company,  Application  For  Approval  of  a 
New  Schedule  of  Rates.  Decision  of  the  New  Jersey  Board  of 
Public  Utility  Commissioners,  Dismissing  the  Complaint.  March 
22,  1916. 

This  case  is  governed  by  the  views  expressed  by  the  Board  in  the 
Burlington  Sewerage  Company  case  which  was  abstracted  above.  In 
this  case,  however,  there  is  an  application  before  the  Board  for  an  ex- 
tension of  the  service  of  the  sewerage  company.     The  Board  says: 

"While  it  appears  that  the  Board  would  not  be  justified  in  annulling, 
against  the  protest  of  the  municipality,  the  contract  under  which 
the  Company  is  bound  to  afford  service  at  its  existing  rates  to  those 
who  can  be  given  the  same  with  the  distribution  system  as  now 
constructed,  it  does  not  appear  that  the  financial  condition  of  the 
Company  is  such  that  it  can  be  reasonably  expected  to  obtain  the 
seven  thousand  dollars  of  new  capital  needed  to  make  extensions. 
There  appears  to  be  no  doubt  of  the  desirability  of  these  extensions, 
but  the  Board  is  unable  to  find  that  it  is  reasonable  and  practicable 
for  the  Company  in  its  present  financial  condition  to  make  them. 
We  must  therefore  decline  to  order  them.  It  seems  to  us  that  this 
is  a  matter  which  should  be  given  serious  consideration  by  the 
Borough,  as  it  may  l)e  that  relief  can  be  had  only  by  municipal 
action,  which  will  make  it  possible  for  the  utility  to  obtain  new 
capital." 
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PENNSYLVANIA 

540— Minimum  Charge.  ' 

New  Castle  Box  Company  v.  City  of  New  Castle  Water  Company, 
Alleging  That  a  Minimum  Charge  Requirement  Is  Unreasonable. 
Decision  of  the  Pennsylvania  Public  Service  Commission,  Dis- 
missing the  Complaint.     January  25,  1916. 

The  complainant  objected  to  the  payment  of  a  minimum  charge  for 
water  ser\ice.  The  Commission  finds  that  a  water  company  or  other 
public  utility  may  properly  have  in  effect  a  minimum  charge  provision. 
The  complaint  in  this  case  is  dismissed.     The  Commission  says: 

"The  question  of  permitting  a  minimum  rate  to  be  charged  by  water 
companies  and  similar  public  utilities  has  been  before  courts  and 
commissions  in  many  cases,  and  such  rate  has  been  many  times 
approved.  Water  can  only  be  supplied  by  means  of  a  system  of 
pipes  which  reach  the  premises  of  the  consumer,  by  the  maintenance 
of  a  force  of  some  kind  sufficient  to  impel  the  movement  of  the 
water,  and  by  the  construction  and  maintenance  of  reservoirs  or 
other  means  of  keeping  on  hand  the  necessary  supply.  Apart  from 
the  actual  furnishing  of  the  water,  the  readiness  to  serve,  preceded, 
as  it  often  is,  by  large  outlays,  and  the  requirement  of  accumulated 
capital,  is  in  itself  a  basis  for  a  proper  compensatory  return  to  the 
public  service  company.  It  is  plain  that  in  addition,  the  minimum 
rate  must  include  the  compensation  for  the  water  actually  supplied. 
Minimum  rates  were  approved  by  the  New  Jersey  Commission  in  a 
case  invohdng  the  supply  of  water  (The  Wildwood  Water  Works 
Company-Public  Utilities  Reports  of  New  Jersey,  p.  628),  and  in 
a  case  involving  a  supply  of  light,  by  our  Commission,  in  Cauffiel  vs. 
Citizens'  Light,  Heat  and  Power  Company,  Complaint  Docket 
No.  237.     (6  Rate  Research  167). 

''See  also  Ladd  vs.  Boston,  170  Mass.  332." 


REFERENCES 
RATES 

523.3— Number  of  Room.s  Basis. 

The  "Active  Room"  System  of  Rates.  Abstract  of  Paper  by  A.  C. 
B.ABSON.  Read  before  the  Wisconsin  Gas  and  Electric  Association. 
Electrical  World,  April  1,  1916,  p.  774. 

Some  of  the  advantages  of  the  "active  room"  form  of  rates  in  use  in  Detroit, 
Kansas  City,  St.  Louis,  Milwaukee,  and  Minneapolis  are  summarized  as  follows: 

1.  The  counted-room  rate  does  not  penalize  the  use  of  convenient  and  decorative 
lamps,  nor  the  use  of  electrical  appliances. 

2.  The  room  rate  does  not  require  frequent  inspections  of  customer's  premises. 
The  number  of  rooms  in  a  house  does  not  change,  imless  alterations  or  additions 
are  undertaken,  and  such  changes  may  be  observed  bj'  external  inspection. 
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3.  The  maximum  demand  of  a  residence  district  appears  to  be  more  nearly  a 
function  of  the  number  of  active  rooms  than  of  the  floor  area,  connected  load,  or 
number  of  .outlets. 

4.  Service  which  is  limited  as  to  maximum  use  is  never  as  desirable  as  service 
which  can  be  used  when  and  as  wanted.     The  room  rate  does  not  limit  use. 

5.  Instead  of  discouraging  the  complete  wiring  of  a  house  as  is  the  case  when  the 
demand  element  is  based  upon  number  of  outlets,  the  complete  wiring  of  the 
house  is,  under  the  rooms  schedule,  encouraged. 

6.  The  room  rate  does  not  require  the  installation  of  additional  expensive  meter- 
ing  devices. 

7.  The  room  rate  is  superior  to  the  increment  or  block  rate  because  it  equalizes 
the  cost  of  service  as  between  various  classes  of  customers,  and  gives  every  cus- 
tomer the  same  opportunity  to  secure  lower  unit  rates  by  improvement  of  load 
factor.  Under  the  room  rate,  the  quantity  of  energy  required  to  be  vised  at  the 
primary  rate  is  proportionately  larger  in  large  homes  than  in  workmen's  cottages. 
Both  pay  a  demand  charge  in  proportion  to  the  cost  to  serve.  Under  this  rate,  unless 
the  use  of  light  is  imusually  economical,  energy  consumed  by  appliance  is  auto- 
matically charged  for  on  the  secondary  step.  Increment  or  block  rates  by  their 
very  nature  fail  to  encourage  use  of  the  service  beyond  the  minimum  amount 
necessary  for  the  customer's  needs  and  do  not,  therefore,  promote  better  load 
factor. 

8.  Under  the  active  room  schedule  the  amount  of  energy  to  be  paid  for  at  the 
primary  rate  remains  constant  and  does  not  change  with  a  change  in  the  rated 
capacity  of  the  connected  load  resulting  from  the  use  of  lamps  of  high  efficiency 
or  the  addition  of  appliances.  An  increase  in  consumption  such  as  is  caused  by 
the  dark  hours  of  the  fall  and  winter  months  does  not  cause  a  proportionate 
increase  in  the  bill,  nor  does  such  increased  consumption  cause  a  proportionate 
increase  in  unit  cost  of  service.  The  charge  for  service  is  stabilized  and  the 
likelihood  of  complaint  is  lessened.  The  rate  encourages  better  illumination 
and  higher  intensities. 

9.  By  proper  design  and  selection  of  constants  the  active  room  rate  will  provide 
in  the  charge  for  energy  paid  for  at  the  primary  step,  for  all  customers'  costs 
incident  to  adding  the  customer  to  the  system,  and  likewise  the  demand  costs 
proportional  to  the  demand.  Such  a  rate  will  continue  to  provide  the  revenue 
to  meet  the  costs,  notwithstanding  changes  in  the  efficiency  of  energy-consuming 
devices." 

616.1— Street  Lighting. 

Street  Lighting  on  a  Cost-of-Service  Basis,  by  G.  W.  Van  Derzee. 
Abstract  of  Paper  Read  Before  the  Wisconsin  Electrical  Association. 
Electrical  World,  April  1,  1916,  p.  758. 

The  paper  describes  fundamental  principles  of  rate-making  as  applied  to  a  deter- 
mination of  rates  for  street  lighting  on  a  cost-of-service  basis.  It  is  pointed  out 
that  under  a  term  contract  with  a  municipality  the  utility  is  compelled  to  so 
figure  its  rates  that  at  the  end  of  the  contract  it  will  have  received  in  the  rate 
charged  a  sufficient  amount  to  amortize  the  entire  cost  new  of  the  special  street 
lighting  equipment,  less  scrap  value.  A  form  of  contract  is  proposed  which  would 
run  for  an  indeterminate  period,  or  until  such  time  as  the  mmiicipality  desires  to 
terminate  the  contract.  The  condition  of  termination  is  that  the  municipality 
guarantee  the  integrity  of  the  utility's  investment  in  special  street  lighting  equip- 
ment, devoted  exclusively  to  street  lighting.  Under  such  a  contract  the  cost 
of  service  covered  by  the  rates  is  made  up  of  the  fixed  charges  on  special  street 
lighting  investment  and  joint  street  lighting  investment,  and  the  direct  operating 
expenses  and  joint  operating  expenses.  The  paper  discusses  the  accounting  be- 
tween the  mimicipality  and  the  company  under  this  arrangement,  and  outlines  the 
various  advantages  of  the  indeterminate  contract. 
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INVESTMENT  AND  RETURN 

340— Rate  of  Return. 

The  Comparative  Yield  on  Trade  and  Public  Service  In\'estment, 
by  J.  E.  Sterrett.  The  American  Economic  Review,  March,  1916, 
p.  1,  7|  pages. 

What  is  a  fair  rate  of  return  on  public  utility  investments?  While  accepting  as 
true  the  answer  that  a  return  must  be  allowed  sufficient  to  attract  capital  to  de- 
velop and  maintain  the  enteiprise,  the  writer  has  attempted  to  find  a  practical 
answer  to  the  question.  In  attracting  capital,  public  utilities  are  in  competi- 
tion with  other  business  enterprises,  and  this  fact  must  be  reckoned  with  where 
ijtilities  are  subject  to  regulation  which  seeks  to  limit  return  without  guarantee- 
ing a  minimum  return.  From  the  Comptroller  of  the  Currency  reports,  it  is  shown 
that  the  net  earnings  upon  the  capital  and  surplus  of  all  the  national  banks  aver- 
aged 8.64  per  cent  for  the  forty-five  years  ending  June  30,  191-1.  A  number  of  audit 
reports  of  industrial  concerns  selected  at  random,  excluding  only  those  reports 
which  fail  to  disclose  the  measure  of  the  intangible  values  counted  among  the 
assets,  show  that  the  annual  profits  remaining  for  the  enjoyment  of  capital,  after 
providing  for  all  costs  and  expenses  of  operation  and  management  including  de- 
preciation of  plant  and  equipment,  averaged  13.67  per  cent.  A  further  analysis  of 
the  158  reports  under  examination  showed  that  upon  the  invested  capital:  8  per 
cent  or  more  was  earned  in  117  cases,  10  per  cent  or  more,  in  97  cases,  12  per  cent 
or  more  in  86  cases,  15  per  cent  or  more  in  70  cases,  20  per  cent  or  more  in  44  cases, 
25  per  cent  or  more  in  28  cases,  30  per  cent  or  more  in  17  cases,  and  40  per  cent  or 
more  in  10  cases.  It  is  pointed  out  that  commissions  have  been  exceedingly  loath 
to  grant  to  public  service  corporations  a  return  comparable  to  that  being  earned 
by  unregulated  enterprises,  even  where  the  latter  are  exposed  to  intense  and  active 
competition.  "The  saving  to  the  public  which  might  result  from  reducing  the 
limit  of  return  on  capital  already  invested  in  public  utilities  by,  say,  one  or  two 
per  cent,  considered  by  itself,  is  doubtless  a  notable  sum,  but  it  is  insignificant  if 
considered,  as  it  should  be,  in  relation  to  the  value  of  attracting  and  inspiring 
with  confidence  the  enormous  further  capital  which  requires  yet  to  be  invested  in 
the  extension  of  the  facilities  now  established  and  the  development  of  new  ones 
if  this  country  is  to  attain  its  full  development  and  prosperity."  It  would  appear 
that  the  commissions  and  courts  have  limited  their  attention  to  interest  rates  and 
dividends  without  giving  sufficient  consideration  to  the  speculative  element  of 
profit  that  has  made  possible  the  rapid  development  of  electrical  and  other  util- 
ities before  the  period  of  regulation.  It  is  to  the  best  interest  of  all  concerned 
that  sufficient  profit  be  allowed  so  that  this  development  will  continue  unabated. 

366— Depreciation  Funds. 

Depreciation  Reserves  as  Affected  by  Property  Growth,  by  L.  R. 

Nash.     The  American   Economic   Review.     March,    1916,    p.    69,    18^ 

pages. 

A  study  is  made  of  the  efTect  of  the  rate  of  growth  of  a  public  utility  as  a  factor 

in  the  determination  of  an  adequate  depreciation  reserve.     The  analysis  is  worked 

out  with  mathematical  formulas  and  graphs,  and  applications  are  made  to  actual 

conditions  as  much  as  is  possible. 

GENERAL 

900— General. 

Lighting  Industry  Started   New   Year   Well.     Electrical   World, 

April  1,  19^6,  p.  764.     2  pages. 

The  results  of  the  operation  of  the  light  and  power  industry  of  the  United  States 
for  the  opening  month  of  1916  are  shown  in  statistics  compiled  by  the  Electrical 
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World,  and  are  illustrated  graphically.  It  is  estimated  that  January  earnings 
approximated  $40,000,000,  an  increase  of  $4,500,000  over  the  earnings  for  January 
of  last  year;  and  that  output  approximated  2,000,000,000  kilowatt-hours,  an  in- 
crease of  325,000,000  kilowatt-hours. 

COURT  DECISION  REFERENCES 

139.9— Deposits. 

Georgia  Railway  &  Power  Company  v.  Peck.  Decision  of  the 
Court  of  Appeals  of  Georgia.  February  17,  1916;  88  Southeast- 
ern 33. 

The  Company's  contract  with  the  defendant  provided  that  the  bills  for  electric 
current  were  to  be  paid  "on  or  before  the  10th  of  each  month  next  succeeding 
that  for  which  service  is  charged."  Another  provision  was  that  the  company 
"may  discontinue  service  at  any  time,  without  notice,  whenever  customer  has 
violated  this  contract."  Still  another  clause  provided  for  the  deposit,  as  collat- 
eral security  for  the  performance  of  the  terms  of  the  contract  by  the  customer,  of 
a  sum  equal  to  twice  the  average  monthly  bill. 

The  company  required  the  defendant  to  deposit  five  dollars  for  which  it  gave 
him  a  receipt,  stating  that  this  amount  with  interest  at  the  rate  of  6  per  cent, 
per  annum,  would  be  returned  to  him  at  the  date  of  the  discontinuance  of  the 
service,  provided  that  all  bills  were  paid  up  to  that  time  and  all  terms  of  the 
contract  had  been  duly  complied  with.  The  evidence  showed  that  the  average 
monthly  bill  was  $1.11.  The  customer  failed  to  pay  a  monthly  bill,  and  after 
several  notices  were  sent  to  him  calling  his  attention  to  the  non-payment  of  the  bill, 
the  company  shut  off  his  service.  He  then  offered  to  pay  the  bill  if  the  company 
would  reconnect  the  service.  He  was  informed  that  he  would  have  to  pay  the 
customary  reconnection  charge  of  $1.00.  This  he  refused  to  do.  The  company 
then  demanded  of  him  the  meter  and  lamps  belonging  to  the  company.  He  re- 
fused to  give  them  up  unless  the  company  would  return  to  him  the  balance  of  the 
five  dollar  deposit.  The  company  brought  action  to  recover  its  property.  The 
Municipal  Court  of  Atlanta  found  for  the  defendant.  In  the  opinion  of  the  Court 
of  Appeals  a  verdict  for  the  company  was  demanded  and  the  judgment  of  the  lower 
court  is  reversed.  It  was  urged  that  as  the  company  had  in  its  hands  money  to 
cover  all  charges  for  service  rendered  it  should  have  taken  the  amount  of  the  bill 
out  of  this  surplus  deposit.  The  court  does  not  agree  with  this  contention  and 
says: 

"When  the  defendant  failed  to  pay  his  November  bill  for  current,  at  the  time 
stipulated  in  the  contract,  he  breached  the  contract,  and  the  power  company 
had  the  right  to  cut  off  the  current  from  his  residence  and  to  recover  its  prop- 
erty in  his  possession  to  wit,  the  meter  and  the  lamps. 

"Under  the  terms  of  the  contract  the  $5  deposit  made  by  the  defendant  was  to 
be  held  as  collateral  security  for  the  performance  of  all  the  terms  of  the  contract. 
The  deposit  was  not  for  the  purpose  of  paying  any  bills  which  the  defendant 
might  owe  the  pow'er  company,  but  was  made  as  collateral  security  for  the  faithful 
performance  of  all  the  terms  and  conditions  of  the  contract;  some  of  the  con- 
ditions being  that  all  lamps  and  meters  furnished  by  the  company  should  re- 
main the  property  of  the  company,  and  that  at  the  termination  of  the  contract 
they  should  be  turned  over  to  the  company  in  good  condition;  that  the  customer 
was  to  be  responsible  for  all  damages  to  the  company's  property  upon  his 
premises  or  in  his  possession;  that  if  the  customer  violated  any  of  the  terms 
of  the  contract  there  should  immediately  become  due  and  payable  as  damages 
(1)  the  minimum  payment  named  in  the  contract  for  the  unexpired  term  of  the 
contract  and  (2)  the  construction  expenses  incurred  by  the  company  upon  the 
premises  of  the  customer,  including  the  comiection  to  its  street  system;  and 
that  the  customer  should  pay  the  monthly  bills  as  they  fell  due.  If  the  deposit 
was  consumed  in  the  payment  of  the  monthly  bills,  the  power  company  would 
have  no  collateral  security  for  tht^aithful  performance  of  the  other  terms  of 
the  contract." 


1®^ 


1^ 


fS 


m 


Vol.9 


April  13,  1916 


No.  2 


RATE 
RESEARCH 


■    ■ 


<L^ 


PUBLISHED  BY  THE 

RATE  RESEARCH  COMMITTEE 

OF  THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

111  WEST  MONROE  STREET  -—  CHICAGO 


1^ 


-■>ii«; 


mm 


m 


Entered  as  second-class  matter  July  11,  1913,  at  the  post-oflSce  at  Chicago,  Illinois,  under  the  act  of  March  3,  1879. 


IVATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

E.  ^V.  LLOYD President 

H.  A.  WAGNER    • Yice-President 

W.  F.  WELLS Vice-President 

R.  H.  BALLARD Vice-President 

R.  S.  ORK Vice-President 

T.  COMMERFORD  MARTIN  .  .  .  Secretary 
S.  A.  SEWALL  ....  Ass'T  TO  THE  Secretary 
W.  H.  ATKINS Treasurer 

H.  BILLINGS    .  ASS'T  SECRETARY  and  TREASURER 

EVERETT  W.  BITRDETT  .  .  General  Counsel 
GEO.  W.  ELLIOTT      .    Master  of  Transportation 

EXECUTIVE    COMMITTEE 

E.  "W^.  LLOYD 
fl.  C.  ABELL  J.E.DAVIDSON  R.  S.  ORR  HOLTON  H.  SCOTT 

"W".  H.ATKINS  TV.  C.  L.EGLIN  R.  E.  PACK  PAUL   SPENCER 

E.H.BALLARD      A.C.EINSTEIN  W.  N.  RYERSON      H.A.WAGNER 

H.  G.  BRADLEE      "WALTER  NEUMULLER 

RATE    RESEARCH    COMMITTEE 

ALEX  DOW,   CHAIRMAN 
DOUGLASS  BURNETT    W.  II.  JOHNSON           ^V.  S.  ROBERTSON 
L.  H.  CONKLIN                       P.  JUNKERSFELD      JOHN  H.  ROEMER 
C.  G.  DAY                                      J.  W.  LIEB                           N.  T.  WILCOX 
R.  S.  HALE                                W.  J.  NORTON                ^V.  H.  WINSLOIV^ 
STACY  HAMILTON 

Rate  Research 

William  J.  Norton,  Editor  Stella  Ford  Walker,  Associate  Editor 

111  West  Monroe  Street    -    Chicago 

Issued  Every  THURSDAY  by  the  RATE  RESEARCH  COMMITTEE 

TERMS  OF  SUBSCRIPTION: 

Three  Copies,  $25.00  a  Year;  Payable  in  Advance 
Additional  Copies,  $8.00  a  year  each;  Payable  in  Advance 
Single  Copy,  $10.00  a  Year;  Payable  in  Advance 

Make  Checks  and  Drafts  Payable  to  Secretary,  National  Electric  Light 
Association,  and  Mail  Direct  to  29  West  39th  Street,  New  York  City. 

COPTRIQHT,  1916,   BY  NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 


CONTENTS  Page 

Boston  Consolidated  Gas  Company: 

Report  on  "Sliding  Scale"  System 19 

COMMISSION  DECISIONS 21 

Maryland 21 

Illinois 24 

New  Jersey 28 

REFERENCES 29 

Investment  and  Return 29 

Public  Service  Regulation 30 

Municipalities 30 

Court  Decision  References 31 


(18} 


Rate  Research 

Vol.  9  Chicago,  April  13,  1916  No.  2 

For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

REPORT  ON  ''SLIDING  SCALE"  SYSTEM 
BOSTON  CONSOLIDATED  GAS  COMPANY 

371 — Sliding  Scale  of  Rates  and  Dividends. 

Report  of  the  Board  of  Gas  and  Electric  Light  Commissioners, 
Relative  to  the  Price  of  Gas  and  Rate  of  Dividends  as  AppUed  to  the 
Boston  ConsoUdated  Gas  Company  and  Known  as  the  "London 
Sliding  Scale."  March,  1916.  Pamphlet  57  pages. 
At  the  legislative  session  of  1915,  a  resolution  was  passed  providing  for 
an  investigation  by  the  Board  of  Gas  and  Electric  Light  Commissioners 
of  the  operation  and  effect  of  the  "London  Sliding  Scale"  system  of 
adjusting  the  price  of  gas  and  the  rate  of  dividends,  as  applied  to  the 
Boston  Consolidated  Gas  Company. 

The  sliding  scale  system  was  adopted  as  a  means  of  promoting  the  re- 
duction of  gas  rates  in  Boston  by  act  of  1906  and,  while  its  duration 
was  not  limited  in  the  act,  it  seems  to  have  been  the  understanding  of 
many  interested  in  its  adoption  that  it  was  an  experiment  to  be  tried 
for  a  period  of  ten  years,  and  continued  if  it  then  appeared  to  have 
worked  satisfactorily.  During  the  period  that  the  act  has  been  in 
force  there  has  been  no  public  interference  with  its  operation,  and  the 
company  has  been  free  to  pursue  such  business  policies  as  it  deemed 
best.  At  the  direction  of  the  legislature,  the  Board  conducted  its 
investigation  and  public  hearings  were  held  to  determine  the  con- 
ditions under  which  the  system  had  been  tried  and  its  effect  upon  the 
public  interest,  and  the  advisability  of  continuing  or  extending  the 
system. 

The  Board  finds  that  the  results  under  the  "sliding  scale  act"  have  not 
been  entirely  satisfactory. 

The  report  of  the  Board  reviews  the  history  of  the  company,  the 
struggles  of  the  competing  companies  prior  to  consolidation,  and  gives 
an  account  of  the  present  relations  of  the  Consolidated  Companies 
with  other  companies,  particularly  the  Massachusetts  Gas  Companies 
and  the  New  England  Coal  and  Coke  Company. 

148—  Competition. 

The  report  has  this  to  say  of  the  conditions  under  unrestricted  com- 
petition and  the  conditions  subsequent  to  consolidation: 

"During  the  long  and  bitter  struggle  for  the  control  of  the  gas 
business  of  Boston  prior  to  the  consolidation,  the  relations  of  the 

Editorl\l  Note. — All  indented  matter  is  direct  quotation. 
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companies  to  the  public  were  exceedingly  unsatisfactory.  The 
efforts  of  the  managers  seem  to  have  been  devoted  largely  to  exploit- 
ing rather  than  to  serving  the  public,  and  little  thought  was  given 
to  improving  and  developing  the  business. 

A  complete  change  of  attitude,  however,  was  exhibited  by  the  new 
management  of  the  Consolidated  company  and  has  been  maintained 
throughout  the  intervening  period.  By  courteous  and  considerate 
treatment  of  its  customers  and  their  difficulties  and  grievances  it 
has  converted  a  hostile  into  a  friendly  public. 

*'An  energetic  effort  has  also  been  made  to  increase  the  company's 
business.  Its  success  has  been  due  in  large  measure  to  the  enter- 
prise of  the  management  although  no  doubt  aided  by  the  decreases 
in  the  price  of  gas  and  the  removal  of  the  old  sources  of  friction. 
The  result  has  been  a  substantial  increase  in  its  total  output  in  the 
number  of  its  customers  and  in  the  amount  of  gas  sold  per  mile 
of  main." 

371— Sliding  Scale  of  Rates  and  Dividends. 

The  essential  feature  of  the  "sliding  scale"  act  was  the  establishment 
of  a  standard  price  of  90  cents  and  a  standard  dividend  of  7  per  cent., 
with  the  provision  that  for  every  decrease  of  1  cent  in  price  the  company 
might  increase  its  dividend  during  the  following  year  one-fifth  of  1  per 
cent.  After  its  adoption  on  May  26,  1906,  the  company  reduced  its 
price  on  June  30,  1906,  from  90  to  85  cents,  and  on  July  1,  1907,  to  80 
cents,- — the  price  ever  since  in  force. 

This  system  makes  reductions  in  price  to  the  customer  depend  solely 
upon  the  desire  of  the  stockholders  for  greater  dividends.  It  rests 
upon  the  belief  that  such  desire  will  prove  an  effective  stimulant  to  such 
increased  skill  and  efficiency  in  management  as  will  make  lower  prices 
probable.  It  is  pointed  out  that  for  its  proper  operation  there  must 
be  no  means  of  distributing  profits  save  through  dividends  and  that  it 
is  equally  important  that  the  stockholders  shall  have  no  interest  in  the 
payment  of  dividends  not  warranted  by  a  sound  business  policy. 

To  summarize  briefly  the  situation  in  the  case  of  the  Boston  Con- 
solidated Gas  Company,  the  Board  finds  that  the  company's  association 
with  the  New  England  Gas  and  Coke  Company  under  the  common 
ownership  of  the  Massachusetts  Gas  Companies  affords  an  oppor- 
tunity for  obtaining  profits  on  the  gas  sold  to  the  public,  not  expressed 
in  the  dividends  of  the  Consolidated  company.  The  Board  also  states 
that  "the  actual  provision  for  depreciation  has  been  trifling  compared 
with  the  size  of  the  property  and  the  magnitude  of  the  operations." 
Moreover,  aside  from  the  question  of  depreciation,  the  Board  finds  it 
evident  that  "the  dividends  paid  were  not  fully  earned  from  the  sale 
of  gas,  and  could  not  have  been  paid  without  resort  to  the  proceeds 
of  the  sale  of  property"  (real  estate  and  property  unnecessary  after 
consolidation) . 

The  Board  concludes  that  under  such  conditions  the  "sliding  scale" 
has  not  had  a  fair  trial. 
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"In  view  of  these  considerations,  the  Board  is  of  the  opinion  and 
recommends  that  the  act  shall  be  repealed  unless  the  Boston  com- 
pany is  entirely  disassociated  from  the  Massachusetts  Gas  Com- 
panies, and  its  stock  distributed  directly  among  investors.  If  that 
is  done,  a  few  years  of  further  experience  should  develop  conclusively 
the  relative  advantages  or  disadvantages  of  this,  system  of  public 
regulation.     ... 

"Moreover,  its  investigation  has  not  discovered  any  such  positive 
advantages  in  the  'sliding  scale'  system  of  regulation  over  that  still 
prevailing  with  respect  to  the  other  companies  as  to  justify  its  sub- 
stitution. The  Board,  therefore,  recommends  that  it  is  inexpedient 
to  extend  the  'sliding  scale'  to  the  other  gas  companies  of  the  Com- 
monwealth." 

The  report  says: 

"No  fair-minded  person  is  disposed  to  question  the  theoretical 
soundness  of  the  principle  claimed  for  the  'sliding  scale'  as  applicable 
to  all  public  service  corporations,  namely,  that  decreased  costs  and 
increased  profits  due  to  skillful  and  wise  management  shall  be 
shared  in  lower  prices  to  the  public  and  larger  dividends  to  the 
stockholders.  This  has  been,  in  fact,  a  policy  recognized  and  pur- 
sued by  the  Board  for  many  years  in  dealing  with  questions  of  rates. 
But  its  conversion  from  a  working  theory  into  a  fixed  rule,  expressed 
in  any  given  case  in  the  interrelation  of  a  standard  dividend  with  a 
standard  price,  may  be  another  matter.  Of  necessity  such  a  system 
must  project  indefinitely  upon  the  future  the  known  conditions  at 
the  time  of  its  adoption,  and  its  operation  must  be  left  almost  wholly 
to  the  initiative  of  the  company.  Where  the  choice  is  open,  it  is  a 
serious  ciuestion  whether  it  offers  in  the  long  run  any  substantial 
advantage  to  the  public,  or  even  to  the  companies  over  the  system 
of  regulation  so  long  pursued  in  this  Commonwealth.  Its  vogue  in 
England  is  due,  in  considerable  measure  at  least,  to  the  fact  that 
direct  interference  with  gas  prices  is  virtually  unknown  there,  and 
tliat  it  is  the  alternative  to  the  maximum  dividend  method  of  control 
under  which  a  company  is  permitted  to  earn  the  maximum  dividend 
and  no  more.  But  it  is  worthy  of  notice  that  under  the  present 
desperate  national  stress  the  'sliding  scale'  companies  appear  to  be 
under  distinctly  adverse  conditions  as  compared  with  the  maximum 
dividend  companies.  And  whether  or  not  in  the  light  of  this  ex- 
perience maximum  dividend  companies  are  as  likely  to  go  under  the 
'sliding  scale'  hereafter  may  be  open  to  doubt." 

COMMISSION  DECISIONS 

MARYLAND 

SCO — Investment  and  Return. 

Chesapeake  and  Potomac  Telephone  Company  of  Baltimore  City, 
Investigation  of  the  Rates  for  Telephone  Service  in  the  State  of  Mary- 
land.    Decision    of    the    Maryland    Public    Service    Commission, 
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Finding  that  the  Earnings  Under  the  Present  Rates  Are  not  Excessive. 
March  8,  1916. 

In  1910,  the  Chesapeake  and  Potomac  Telephone  Company  filed  with 
the  Commission  a  schedule  of  rates  for  telephone  service  in  Baltimore 
which  embodied  many  changes  in  the  rates  previously  in  effect.  The 
company  submitted  a  detailed  inventory  of  its  property  and  an  item- 
ized statement  of  values.  This  information  was  checked  for  the 
Commission,  and  on  this  showing  the  Commission  approved  substan- 
tially the  rates  proposed  by  the  company,  estimating  that  they  would 
earn  a  return  of  practically  7  per  cent.  Subsequent  to  this  settlement 
of  rates,  complaints  were  made  by  a  number  of  the  company's  patrons 
in  Baltimore,  and,  upon  the  filing  of  a  formal  petition  by  "The  Pro- 
tective Telephone  Association  of  Baltimore  City,"  the  Commission 
ordered  a  re-investigation  of  the  rates  which  would  involve  a  complete 
valuation  of  the  company's  property  in  the  state. 

Upon  completion  of  the  valuation  and  the  investigation  as  to  the 
earnings  and  expenses,  the  Commission  handed  down  a  decision  finding 
that  the  earnings  of  the  Company  under  existing  rates  are  not  excessive 
and  that  a  general  reduction  in  rates  is  not  justified,  although  some 
modification  may  be  required  in  the  rates  to  a  particular  individual  or 
locality  in  future  actions  before  the  Commission. 

310— Valuation. 

The  Commission  states  that  the  investigation  was  conducted  on  a  very 
advantageous  plan  by  which  the  company  co-operated  with  the  Com- 
mission's staff  in  arriving  at  the  value  of  the  physical  property.  The 
determination  of  such  value  was  recognized  as  a  purely  engineering 
problem.  The  separate  and  independent  appraisals  of  the  property 
were  made  out  on  the  same  forms,  so  that,  when  any  differences  in  the 
final  figures  occurred  they  could  be  traced  back  to  differences  in  unit 
prices  or  errors  in  computation.  Remaining  differences  were  elimi- 
nated by  consultation  and  agreement  of  counsel,  so  that  no  dispute  as 
to  physical  value  came  before  the  Commission. 

311 — Basis  of  Valuation. 

The  Commission  discusses  the  question  of  what  basis  of  valuation 
should  be  used  in  rate  cases.  The  holdings  of  the  Supreme  Court  in 
Smyth  V.  Ames  and  Simpson  v.  Shepard  are  quoted,  and  the  Com- 
mission concludes: 

"Thus  we  see  that  we  have  the  authority  of  the  highest  court  in  our 
"land  for  the  proposition  that  in  ascertaining  the  fair  value  of  the 
property  l^eing  used  by  a  pui^lic  utility  for  the  convenience  of  the 
public  it  is  proper  to  consider  the  amount  actually  expended  in  per- 
manent improvements,  the  amount  and  market  value  of  its  bonds 
and  stocks,  the  present  as  compared  with  the  original  cost  of  con- 
struction, the  probable  earning  capacity  of  the  property  under  the 
particular  rates  prescribed  by  statute,  and  the  sum  required  to  meet 
.  operating  expenses." 
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It  is  noted,  however,  that  the  Court  did  not  hold  that  any  one  of  these 
elements  of  value  was  to  be  accepted  as  the  value  of  the  property  or 
that  any  one  of  the   values  should  be  given  predominating  weight  in 
a  rate  case. 
311.1— Original  Cost. 

"The  precise  ascertainment  of  the  exact  actual  original  cost  of  the 
property  of  a  pulilie  utility  which  has  been  long  in  service  having  been 
found    virtually  impossible,    the    tendency  has  been  to  cast   aside 
entirely  this  consideration." 
311.6— Earning  Value. 

"Likewise  the  value  of  the  property  as  indicated  by  the  amount  and 
market  value  of  its  stocks  and  bonds  and  as  indicated  by  its  earning 
capacity  under  existing  rates,  has  been  cast  aside  as  not  entitled  to 
serious  consideration,  for  the  reason  that  both  depended  so  largely 
upon  the  rates  which  have  been  in  force  up  to  the  time  of  the  inves- 
tigation, as  to  make  these  evidences  of  value  an  unsafe  and  unsatis- 
factory criterion  in  a  case  invohing  the  propriety  of  such  rates 
themselves." 

311.2 — Reproduction  Cost  New.  - 

"The  cost  of  reproduction,  on  the  other  hand,  was  always  susceptible 
of  a  reasonably  accurate,  scientific  estimate,  depending,  as  it  does, 
solely  upon  an  accurate  inventory  and  the  estimate  of  competent 
engineers  of  the  value  of  each  article  therein  enumerated.  Conse- 
quently we  find  that  in  nearly  all  valuations  for  rate-making  purposes 
the  reproduction  cost  of  the  property  has  been  taken  as  the  primary 
basis  for  the  ascertainment  of  its  fair  value,  modifications  having 
usually  been  made  in  such  reproduction  cost  as  a  concession  to  what 
was  deemed  to  be  fairness  in  the  particular  case  under  consideration . 

"In  short,  the  tendency  has  been  to  give  predominating  iveight  to 
the  reproduction  cost  value  of  the  property  of  a  public  utility  in 
ascertaining  the  fair  value  of  such  property  for  rate-making  purposes, 
and  to  disregard  almost  entirely  the  other  evidences  of  value  furnished 
by  the  original  cost  of  the  property,  its  value  as  indicated  by  the 
amount  and  market  value  of  its  stocks  and  bonds  and  its  value  as 
indicated  by  its  earning  capacity  under  the  existing  or  proposed 
rates. 

"The  ascertainment  of  the  fair  value  of  the  property  of  a  public 
utility  is  not  to  be  controlled  by  artificial  rules  or  fixed  formulas. 
It  is  not  a  thing  to  be  computed  on  an  adding  machine  or  compto- 
meter. It  is,  first,  last  and  all  the  time  a  matter  calling  for  the 
exercise  of  sound  judgment,  and  such  judgment  must  in  turn  be 
based  upon  a  full  and  thorough  consideration  of  all  the  material 
facts.  The  original  cost  of  the  property,  as  nearly  as  ascertainable, 
is  one  of  these  material  facts,  in  that  the  actual  cost  to  the  investor 
must  of  necessity-  ha\e  an  important  bearing  upon  the  fair  value  of 
his  property  dedicated  to  the  public  use  at  tlie  time  of  its  acciuisi- 
tion.  The  reproduction  cost  of  the  property  is  another  material 
fact  to  be  considered,  for  the  reason  that  it  throws  light  upon  the 
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actual  present  value  of  the  property  used  in  the  public  service,  and 
enables  us  to  give  such  consideration  as  may  be  just  and  proper  to 
losses  in  value  which  have  ensued  through  the  property  being  used 
in  the  public  service,  and  as  well  to  any  accretions  in  value  which 
the  property  may  have  undergone  during  the  same  period.  The 
market  value  of  the  bonds  and  stocks  of  a  utility  having  such,  and 
the  amount  and  character  of  the  outstanding  obligations  of  one  not 
having  bonds,  is  a  material  fact  to  be  considered,  for  two  reasons, 
first,  for  the  evidentiary  value  which  it  has  as  to  the  generally 
accepted  commercial  value  of  the  entire  property,  and,  second,  as 
bearing  upon  the  propriety  of  any  order  of  the  Commission  fixing 
rates  which  might  destroy  public  confidence  in  the  desirability  of 
investment  in  the  obligations  of  the  utility  which  might  have  to  be 
issued  in  order  to  enable  it  to  render  adequate  service  at  present  or 
make  proper  and  necessary  extensions  and  improvements  to  its 
service  in  future.  And  finally  we  consider  the  earning  value  of  the 
property  of  a  public  utility  under  the  existing  rates  a  most  material 
fact  in  determining  the  fair  value  of  such  property,  in  that  the  only 
real  value  which  any  property  has  to  its  owner  is  its  earning  value 
or  capacity,  and  such  earning  capacity  must  of  necessity  be  consid- 
ered in  any  attempt  to  arrive  at  its  fair  value  to  such  owner." 
The  Commission  points  out  that  the  final  rate-making  value  is  not  an 
average  of  these  four  values,  and  that  there  can  be  no  general  formula 
as  to  the  proper  combination  of  these  values  to  determine  the  final 
value,  but  that  a  proper  value  can  only  be  found  by  the  exercise  of  a 
reasonable  judgment,  having  in  mind  the  purpose  of  the  value  to  be 

determined. 

(To  be  continued  in  next  week's  issue  of  Rate  Research) 

ILLINOIS 

300 — Investment  and  Return. 

City  of  Springfield  v.  Springfield  Gas  and  Electric  Company. 
Complaint  as  to  Rates  for  Gas  Service.  Decision  of  the  Illinois 
Public  Utilities  Commission,  Fixing  Rates.  March  9, 1916.  (Continued 
from  9  Rate  Research  3-11.) 

The  Springfield  Gas  and  Electric  Company  has  appealed  to  the  Circuit 
Court  of  Sangamon  County  from  the  order  of  the  Commission  reducing 
its  rates  for  gas  service. 

The  report  of  the  decision  and  order  of  the  Commission  was  given  in 
last  week's  issue  of  Rate  Research  with  the  exception  of  the  discussion 
of  going  value. 
315.1— Going  Value. 

The  Commission  discusses  going  value  and  the  various  methods  used 
in  determining  going  value  at  length,  but  no  distinct  and  separate 
allowance  was  made  for  going  value. 

The  company  proposed  that  going  value  be  measured  as  (1)  twenty- 
five  per  cent  of  the  value  of  the  physical  property  or  (2)  thirty  dollars 
for  each  gas  consumer  in  Springfield,  or  (3)  five  dollars  for  each  inhab- 
itant of  Springfield. 


9  Rate     Research  25 


This  position  is  criticised  by  the  Commission  as  follows: 

''It  is  difficult  indeed  to  see  a  direct  relation  between  counsel's  measure 
and  a  definite  'goino;  value.'  The  use  of  these  'rules  of  thumb' 
presupposes  that  'going  value'  must  exist.  For  instance,  it  may  be 
assumed  for  the  moment  that  a  'going  value'  is  to  be  measured 
at  the  rate  of  five  dollars  per  person  in  a  city's  population.  The 
gas  lousiness  to  be  derived  from  the  populace  is  quite  dependent 
upon  the  efforts  made  by  the  management  of  the  gas  utility  to 
obtain  new  business,  and  often  this  is  influenced,  either  directly 
or  indirectly,  by  a  lack  of  real  competition  with  a  local  electric 
utility.  It  is  generally  conceded  among  gas  men  that  the  gas 
industry,  at  the  present  time,  is  suffering  in  development  because 
both  the  gas  and  the  electric  utilities,  in  a  given  city,  are  often 
owned  by  the  same  interests.  To  the  stockholders,  it  seems  that 
electricity  is  the  more  profitable.  In  a  city  where  the  gas  satura- 
tion is  low,  a  measure  of  'going  value'  based  on  total  population 
leads  to  obviously  unmeritorious  reward  of  a  utility's  lack  of  aggres- 
siveness in  the  securing  additional  consumers.  This  Commission 
holds  that  'going  value,'  in  its  commonly  accepted  meanings,  either 
may  or  may  not  exist  in  a  given  utility  property,  and  its  determina- 
tion in  any  event  rests  with  the  facts  governing  a  particular  case 
— not  upon  'rules  of  thumb.'  " 

The  Commission  says,  further: 

"In  an  endeavor  to  establish  intangible  elements  of  value,  'going 
value'  has  been  defined  in  various  waj^s  by  different  authorities — 
other  than  the  court  of  highest  standing.  Of  this  array  of  defini- 
tions, four  constructions  placed  on  the  term  'going  value'  have 
been  recognized  more  or  less  authoritatively,  (a)  'Going  value' 
may  be  interpreted  to  mean  the  mere  attribute  of  a  utility  in  normal 
action — operating,  engaged  in  business,  and  organized,  (b)  'Going 
value'  may  be  the  difference  between  the  exchange  value  of  a  utility 
(were  it  possible  to  sell  or  to  purchase  the  same  in  the  open  market) 
and  the  present  appraised  value  of  its  physical  property,  (c)  'Going 
value'  has  been  used  synonymously  with  'good  will,'  i.  e.,  the  probable 
continual  resorting  of  customers  to  the  old  stand,  (d)  'Going 
value'  has  been  defined  to  mean  the  net  unrecompensed  deficits 
sustained  by  a  utility  when  operating  at  a  loss  during  the  very 
early  years  of  its  existence.  This  Commission,  under  the  law, 
should  determine  which  of  these  many  phases  of  'going  value,'  in 
a  particular  case,  represents  property  which  is  used  and  useful  to 
the  public  in  the  rendering  of  utility  service,  which  possesses  value 
for  rate-making  purposes,  and  which  is  the  result  of  capital  expendi- 
ture (or  denial  of  reasonable  earnings)  on  the  part  of  the  utility. 
Viewed  in  this  light,  'going  value,'  ceases  to  be  indefinite  and  for- 
midable; but  instead  reduces  itself  to  a  remarkable  degree  of  con- 
creteness.  However  conscientiously  a  scientific  solution  of  the 
intangible  elements  may  be  strived  for,  it  is  quite  apparent  that, 
at  the  present  stage  of  progress  in  economic  theory  applied  to  rate- 
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making,  an  expression  of  'going  value'  is  to  be  arrived  at,  not  by 
utilizing  mathematical  formulas,  but  by  considering  judicially  all 
relevant  and  pertinent  facts  established  in  any  case  under  considera- 
tion. 

"As  for  'going  value/  heretofore  designated  as  (a)  the  organiza- 
tion of  a  utility  business,  it  is  often  claimed  that  this  is  to  be  meas- 
ured by  the  amount  expended  by  a  utility  in  accounts  known  as 
'new  business,'  'free  demonstrations,'  'commercial  expense,'  etc. 
The  advocates  of  this  theory  usually  fail  to  distinguish  between 
whether  or  not  such  items  of  expense  have  been  met  in  the  operat- 
ing accounts,  which  during  past  years  have  been  borne  by  the  con- 
sumer. If  the  former  consumers  have  reimbursed  the  utility  fully 
for  this  type  of  expenditure,  then  it  is  obviously  improper  to  capi- 
talize a  duplicate  charge  against  the  future  generation.  If  the 
past  revenues  of  the  utility  have  been  insufficient  to  meet  fully  all 
expenditures  for  'new  business,'  'demonstrating,'  etc.,  the  deficit 
unavoidably  must  appear  in  any  proper  compilation  to  determine 
'going  value/  by  the  deficit-and-surplus  method  (d).  'Going 
value'  (a),  if  loosely  considered,  is  subject  to  confusion  with  'going 
value'  (c) — 'good  will'.  The  dividing  line  between  the  two  is  by 
no  means  definite.  As  for  'going  value'  (b) — exchange  differ- 
entials— it  may  be  stated  that  this  has  no  place  in  a  rate  determina- 
tion. A  cursory  examination  is  sufficient  to  demonstrate  that  a 
capitalization  of  an  exchange  differential  is  merely  to  work  around 
a  circle,  wherever  the  question  involved  consists  of  the  determina- 
tion of  rates  charged  for  utility  service." 

The  consideration  of  (c)  "goodwill"  has  been  eliminated  by  the  highest 
of  tribunals  in  rate  making  for  monopolistic  public  utilities.  The 
Commission  points  out  that  claims  for  capitalization  of  consumers 
connected  to  gas  mains  or  for  a  capitalization  of  the  population  served 
are  but  equivalents  of  the  claim  for  "good  will." 

"Utilities  are  apt,  moreover,  to  confuse  this  'good  will'  point  of 
view  of  'going  value'  to  mean  the  attributes  of  model  operation 
and  management,  and  to  claim  value  in  the  capital  accounts  of 
features  which,  as  far  as  charges  to  consumers  is  concerned,  should 
be   considered   with  more  logical  propriety  in   the  rate-of-return. 

"As  for  'going  value'  (d) — accrued  deficits  (or  surpluses)  in  early 
utility  operations — the  question  has  been  discussed  at  length  by 
courts  and  commissions  alike.  It  seems  that  the  Wisconsin  Rail- 
road Commission  (one  of  the  earliest  of  the  state  regulatory  boards) , 
developed  an  apparently  scientific  method  of  computing  past  deficits 
and  surpluses  and  established  therefrom  a  precedent  (by  no  means 
generally  concurred  in)  of  capitalizing  the  total  deficits,  if  such 
is  founcl  to  exist.  Cases  are  not  to  be  found  where  the  reverse 
treatment  has  been  pursued,  i.  e.,  the  reduction  of  capitalization 
when  past  surpluses  are  found  to  exceed  the  past  deficits.  A  com- 
mon criticism  of  the  so-called  'Wisconsin  method'  is  that  it  unavoid- 
ably rewards  past  inefficiencies  of  management  and  design.     The 
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greater  the  past  errors  of  a  utility,  the  greater  will  be  its  computed 
'going  value.'  A  ludicrous  blunder,  from  an  engineering  point  of 
view  may  be  productive  of  an  unreasonably  large  'going  value,' 
by  adhering  strictly  to  the  said  method.  Under  the  Wisconsin 
method  'going  value'  is  to  be  determined  only  on  a  basis  of  offsetting 
annually  against  actual  gross  earnings  all  bona  fide  operating  expenses, 
including  repairs,  maintenance,  taxes,  a  reasonable  annual  deprecia- 
tion charge,  and  a  fair  return  on  the  investment,  during  all  the 
years  since  the  inception  of  the  utility.  During  the  early  years 
in  the  development  of  a  utility,  operating  expenses  may  exceed  the 
income  or  may  be  insufficient  to  provide  for  a  reasonable  return  and  de- 
preciation, thereby  creating  annual  deficits,  which,  it  is  advocated, 
represent  as  proper  capitalized  costs  as  do  engineering  expenses,  legal 
fees,  and  labor  wages  during  construction.  Usually,  in  the  later  years 
of  development  of  the  utility,  unless  the  project  is  very  poorly  con- 
ceived or  badly  managed,  the  gross  annual  income  will  exceed  total 
annual  operating  expenses  by  a  sufficient  amount  to  create  an  annual 
surplus  over  and  above  a  sum  which  is  essential  to  provide  a  reason- 
able return  on  a  fair  value  of  the  property  plus  a  proper  allowance 
for  depreciation.  It  is  advocated  further  that,  upon  the  date  of 
the  valuation,  should  the  total  of  the  annual  deficits  since  the  start 
of  the  business  exceed  the  total  of  the  annual  surpluses  during  the 
same  period  of  time,  a  so-called  'going  value'  may  properly  be  capi- 
talized, provided  an  undue  period  has  not  been  required  to  develop 
the  business  to  a  paying  basis.  Advocates  of  the  Wisconsin  method 
seem  to  rely  largely  upon  an  opinion  of  Mr.  Justice  Miller,  rendered 
in  the  Court  of  Appeals  of  the  State  of  New  York,  to-wit: 

"  '.  .  .  I  define  'going  value'  for  rate  purposes,  as  involved  in 
this  case,  to  be  the  amount  equal  to  the  deficiency  of  net  earnings 
below  a  fair  return  on  the  actual  investment  due  solely  to  the  time 
and  expenditures  reasonably  necessary  and  proper  to  the  develop- 
ment of  the  business  and  property  to  its  present  stage,  and  not 
comprised  in  the  valuation  of  the  physical  property.'  (People 
ex  rel.  Kings  Countv  Lighting  Company  vs.  Wilcox  et  al.,  210; 
N.  Y.  579.     104  N.  E.  Rep.  914.)     [5  Rate  Research  19.] 

"Several  modifications  of  the  so-called  'Wisconsin  method'  have 
been  suggested  to  this  Commission  in  rate-making  and  security- 
issue  cases,  and,  in  applying  the  method,  many  of  the  experts  are 
prone  to  err  in  an  improper  disposition  of  estimated  depreciation. 
Few  appraisers,  in  computing  a  'going  value,'  will  give  the  same 
consideration  to  depreciation  in  the  capital  account  that  the  iden- 
tical subject  receives  in  the  annual  operating  expenses.  When 
depreciation  is  consistently  treated  at  every  point,  many  a  fanciful 
'going  value'  table  is  changed  from  a  net  deficit  to  a  net  surplus. 
In  an  application  of  the  theory  of  depreciation  to  a  'going  value' 
table  the  treatment  should  be  consistent  throughout.  Under  the 
Wisconsin  method,  two  courses  to  pursue  in  the  treatment  of  depre- 
ciation in  its  relation  to  'going  value'  are  open.  (1)  For  each  annual 
charge  to  cover  depreciation,  the  capital  account  should  be  reduced 
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by  the  identical  amount  charged  against  depreciation,  taking  into 
consideration,  of  course,  that  plant  extensions  and  betterments 
should  be  added  progressively  to  the  capital  account.  (2)  If  the 
computor  is  insistent  that  the  original  capital  charge  must  be  pre- 
served, the  'going  value'  table  should  be  made  sufficiently  compre- 
hensive to  include  the  depreciation  fund  which  is  being  accumulated 
through  the  medium  of  annual  charges,  and  this  depreciation  fund 
must  be  credited  with  its  earnings. 

"Closely  allied  with  the  deficit-and-surplus  method  of  computing 

'going  value'  is  one  commonly  designated  as  the  reproduction-of-a 

predetermined-income-method   (or  by  some  equivalent  cognomen). 

The  method  is  purely  hypothetical  and  conjectual,  is  predicated 

upon  the  assumption  that  'going  value'  absolutely  exists  in  a  given 

utility  property,   is  subject  to  many  varying  assumptions,   and  is 

susceptible  to  any  solution  which  the  computor  may  desire  to  attain. 

Computations    upon     the     "past-deficit-and-surplus     method"     were 

prepared  and  filed  for  the  respondent.     Similar  computations  were 

prepared  by  the  Commission's  engineer  using  different  rate  of  interest 

and  rate  of  depreciation.     The  latter  arrived  at  the  conclusion  that 

the    company's   past    operations    reflected    surpluses,    instead    of   the 

deficits  which  would  indicate  the  possible  presence  of  a  "going  value." 

The  Commission  concludes : 

"There  is  no  proof  in  the  record  of  the  case  at  bar  that  'the  invest- 
ment necessary  to  organizing  and  establishing  the  business'  has 
not  'been  already  compensated  in  rates  charged  and  collected  under 
former  ordinances.'  The  respondent's  past  earnings  would  more 
than  indicate  that  early  losses  have  long  since  been  reimbursed.'' 

NEW  JERSEY 
221.1— Issue  of  Stocks  and  Bonds. 

Panama-Pacific  Warehouse  Corporation,  Application  for  Authority 
to  Issue  Capital  Stocks  and  Bonds.  Decision  of  the  California 
Railroad  Commission,  Granting  the  Application.  February  29,  1916. 
The  applicant  was  incorporated  to  conduct  a  warehouse  business  in 
Los  Angeles  and  proposes  to  issue  securities  and  use  the  proceeds  in 
the  purchase  of  the  necessary  property.  It  was  urged  in  opposition 
that  there  was  no  demand  for  additional  warehouses  and  that  appli- 
cant's venture  could  not  possibly  be  a  profitable  one.  The  Commission 
admits  that  an  enterprise  of  this  kind  must  of  necessity  always  contain 
a  decided  element  of  risk,  but  does  not  find  that  the  Commission  is 
justified  in  denying  the  application. 

"As  stated  by  Commissioner  Edgerton  in  Decision  No.  2385,  reported 
in  Vol.  6,  Opinions  and  Orders  of  the  Railroad  Commission  of  Cali- 
fornia, pp.  926,  928,  929: 

"  'It  has  been  the  aim  of  the  Commission,  as  far  as  could  reasonably 
be  done,  to  safeguard  the  issue  of  stocks  and  bonds.  It  has  never 
pretended  to  say  that  stocks  and  bonds  which  it  authorized  were 
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necessarily  good  stocks  and  bonds  for  an  intending  investor  to  buy. 
On  the  contrary,  it  lias  specifically  and  repeatedly  stated  that 
stocks  and  bonds  issued  upon  Commission  authorization  must  take 
their  places  in  the  financial  world  with  stocks  and  bonds  heretofore 
or  hereafter  issued,  and  were,  therefore,  liable  to  the  same  economic 
laws  to  which  all  investment  is  necessarily  subject.  There  is  no 
guarantee  by  the  State. 

"  'I  would  issue  a  warning,  therefore,  to  the  public,  or  that  part  of 
the  public  which  has  conceived  it  to  be  the  function  of  this  Com- 
mission to  allow  the  issue  of  only  such  investment  securities  as 
should  be  sure  to  be  remunerative  and  profitable  to  the  investor. 
That,  of  course,  is  not  the  case.  Every  stock  and  every  bond 
issued  with  the  authorization  of  this  Commission  should,  by  the 
investing  public,  be  subjected  to  the  same  scrutiny  and  to  the  same 
test  as  any  other  stock  or  bond  which  might  be  available  on  the 
market  for  public  purchase.' 

"Moreover,  in  any  business  enterprise  the  honesty  and  ability  of 
the  officials  and  managers  of  the  company  are  of  no  less  importance 
than  the  soundness  of  the  proposition.  No  enterprise  subjected  to 
keen  competition  will  succeed  unless  it  is  properly  managed,  and 
upon  this  point  the  investor  must  always  satisfy  himself  from  his 
own  investigations." 

The  Commission  states  that  these  comments  are  not  intended  to  refer 
to  any  particular  corporation  or  any  particular  individual,  but  that  it 
has  merely  taken  this  opportunity  to  make  these  observations,  in  view 
of  the  questions  raised  by  the  contestants  as  to  the  probable  success 
of  the  undertaking. 

REFERENCES 
INVESTMENT  AND  RETURN 

319.1— Water  Power  Rights. 

Valuation  of  Water  Rights  for  Power  Companies,  by  J.  P.  Newell, 
Consulting  Engineer,  Railroad  Commission  of  Oregon.  Engineering 
News,  April  6,  1916,  p.  651. 

Privileges  granted  by  the  government  to  individuals  or  corporations  are  divided 
b}^  the  writer  into  two  main  classes.  The  first  includes  grants  of  the  right  of 
eminent  domain,  permits  to  occupy  streets,  and  other  similar  rights,  coming 
under  the  head  of  franchises.  These  privileges  are  not  granted  for  private  use 
use  and  private  profit.  The  second  class  consists  of  permits  to  appropriate 
water,  to  take  up  homesteads,  to  file  on  mineral  claims,  to  buy  timber  lands  at 
nominal  prices,  etc.  These  privileges  are  granted  with  the  expectation  that  the 
public  will  benefit  by  them,  but  the  public  benefit  is  incidental  to  the  benefit  to 
be  received  by  the  grantees.  The  right  to  use  water  for  private  profit  is  as 
undeniable  as  the  right  so  to  use  land. 

In  determining  the  "fair  value"  of  water  rights  the  same  principles  govern  as 
with  any  other  property.  Every  fact  relating  to  their  actual  or  potential  value 
must  be  taken  into  account.  The  elements  of  value  affecting  such  rights  are 
the  cost  of  reproduction,  or  the  expenditure  which  would  be  necessary  to  obtain 
the  rights  in  their  undeveloi:)ed  state,  the  value  for  private  use  and  the  value  in 
public  service.  The  measure  of  value  that  gives  the  highest  result  is  the  one  to 
be  applied. 
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In  considering  the  value  that  water  rights  would  have  in  private  use,  no  weight 
should  be  given  to  the  fact  that  the  rights  have  become  subject  to  obligations  in 
the  public  service  that  forbid  their  being  converted  to  private  use.  It  is  the 
duty  of  public  service  commissions  to  insure  fair  treatment  to  both  the  utility 
and  the  public  and  no  conditions  should  be  imposed  on  the  owners  that  would 
not  be  imposed  if  they  were  free  to  put  their  property  to  either  public  or  private 
use.  They  should  not  be  compelled  to  accept  less  compensation  for  property 
devoted  to  public  service  than  they  could  obtain  in  private  service,  if  free  to 
engage  in  it.  Changes  in  the  arts  or  in  the  markets  may  give  great  value  to 
water  rights  that  had  little  or  no  value  when  they  were  dedicated  to  the  public 
use,  and  the  owners  ought  not  to  be  deprived  of  the  resulting  increase. 

450— Value  of  Service  Theory. 

The  writer  states  that,  imder  ordinary  conditions,  reasonable  rates  will  be  such 
as  will  yield  a  fair  return  on  fair  value,  but  if  for  any  reason  rates  yielding  such 
returns  would  be  unreasonable  to  the  consumers  or  such  as  would  cause  them  to 
decline  service,  the  utility  must  be  content  with  a  less  return  and  await  the 
growth  of  the  community,  or  charge  off  part  of  the  investment  to  profit  and  loss. 
If,  on  the  other  hand,  rates  may  be  such  as  will  produce  more  than  a  normal 
return  on  the  fair  value  and  still  be  reasonable  to  the  public,  the  utility  is  entitled 
to  the  increased  return.  "In  other  words,  'reasonableness'  takes  precedence  over 
'fair  return'  in  determining  both  the  maximum  and  the  minimum  limits  of  the 
rates  to  be  charged." 

PUBLIC  SERVICE  REGULATION 

253 — Commission  Reports  of  Decisions. 

Reports  of  the  New  Jersey  Board  of  Public  Utility  Commissioners. 

Volume  III.     570  pages. 

The  report  contains  the  decisions  of  the  Board  for  the  period  from  May  12,  1914, 
to  July  12,  1915. 

MUNICIPALITIES 

112.1 — Indeterminate  Permits. 

A  Model  City  Charter  and  Municipal  Home  Rule,  Prepared  by  the 

Committee  on  Municipal  Program  of  the  National  Municipal  League. 

Final  Edition,  March  15,  1916.     Pamphlet,  59  pages. 

The  Committee,  appointed  in  1913  by  the  National  Municipal  League  to  consider 

the  original  "Mimicipal  Program"  adopted  in  1900  and,  if  desirable,  to  draft  a 

new  model  charter  and  home  rule  constitutional  amendments,  has  prepared  and 

issued  in  pamphlet  form  a  set  of  constitutional  provisions  on  municipal  home  rule 

and  a  model  city  charter. 

The  sections  of  the  model  charter  relating  to  public  utilities  cover  the  granting 

of  franchises  to  such  utilities,  plan  of  purchase  by  the  municipality,  regulation 

by  the  municipality,  and  accoimts  of  municipally  owned  utilities. 

The  section  pertaining  to  the  term  of  franchise  and  plan  of  purchase  reads  as 

follows: 

"Any  public  utility  franchise  may  be  terminated  by  ordinance  at  specified 
intervals  of  not  more  than  five  years  after  the  beginning  of  operation,  whenever 
the  city  shall  determine  to  acquire,  by  condemnation  or  otherwise,  the  property 
of  such  utility  necessarily  used  in  or  conveniently  useful  for  the  operation 
thereof  within  the  city  limits.  (Note. — Where  a  term  limit  for  the  franchise 
is  desired,  provision  should  be  made  either  for  amortization  of  the  invest- 
ment, or  at  least  that  portion  of  it  within  the  limits  of  public  streets  and 
places,  during  the  term  of  the  grant,  or  for  purchase  of  the  physical  property 
at  the  end  of  the  term.)  The  method  of  determining  the  price  to  be  paid  for 
the  public  utility  property  shall  be  fixed  in  the  ordinance  granting  the 
franchise." 
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COURT  DECISION  REFERENCES 

148 — Competition. 

Ohio  River  Electric  Railway  Company  v.  Pfarr  et  al.  Decision  of 
the  Court  of  Appeals,  Fourth  Appellate  District  of  Ohio.  March 
22,  1916. 

The  defendants,  under  the  name  of  the  Mutual  Electric  Company,  entered  into  a 
contract  with  the  Village  of  Pomeroy  for  the  furnishing  of  street  lighting  service 
to  the  village  for  a  term  of  years.  The  plaintiff,  operating  a  competing  electric 
utility  in  the  village,  had  not  been  notified  of  the  contract  about  to  be  let  for 
street  lighting  and  had  not  been  given  an  opportimity  to  submit  a  bid  for  such 
contract.  The  plaintiff  secured  a  temporary  restraining  order  preventing  the 
signing  and  publishing  of  the  contract.  The  case  was  first  heard  in  the  Court  of 
Common  Pleas,  on  demurrer  to  the  petition  filed  by  the  defendant  company, 
which  demurrer  the  court  sustained.  An  appeal  was  taken  to  the  Court  of 
Appeals,  where  the  lower  court  was  reversed  and  the  demurrer  overruled. 
(Decided  June  25,  1915.) 

The  Court  held  that  under  the  statute  "competition  is  required  where  competi- 
tion may  be  held."  In  other  words,  it  is  necessary  in  all  cases,  where  the  expendi- 
ture exceeds  five  himdred  dollars,  to  advertise  for  competitive  bidding,  except 
in  the  case  mentioned  in  the  statute,  in  the  case  of  professional  services  or  in 
the  case  of  a  monopoly  where  the  advertising  for  competitive  bids  would  be  a 
vain  and  foolish  thing.  The  Court  finds  that  the  exception  does  not  apply  to 
the  present  case,  since  there  was  opportimity  for  competitive  bidding  and  the 
statute  in  this  respect  should  have  been  complied  with. 

Following  this  decision,  the  defendant  filed  an  answer  setting  forth  that,  whereas 
the  monthly  expenditure  imder  the  contract  amoimted  to  but  $211.49,  it  did  not 
come  imder  the  statute  which  provides  that  no  contract,  where  the  expenditure 
exceeds  $500,  shall  be  entered  into  without  submitting  to  competitive  bids. 
(Sec.  4221  Gen.  Code  of  Ohio.)  This  answer  of  the  defendants  was  demurred  to 
and  the  Court  of  Appeals  upheld  the  demurrer.  The  Court  holds  that  the  exjiend- 
iture  or  sum  to  be  exj^ended  means  the  total  expenditure,  and  that  it  is  clear  the 
contract  entered  into  contemplates  an  expenditure  by  the  Village  of  Pomeroy  of 
more  than  five  hundred  dollars. 

200 — Public  Service  Regulation^Law  and  Practice. 

People  ex  rel.  Kelly  v.  Public  Service  Commission.  Decision  of 
New  York  Supreme  Court,  Appellate  Division.  March  8,  1916. 
157  N.  Y.  Supp.  703. 

Complaint  was  made  to  the  Commission  regarding  the  rates  charged  for  carriage 
on  an  "elevator"  which  was  operated  by  a  real  estate  company  from  a  railroad 
and  community  at  the  base  of  a  steep  hill,  up  to  the  community  at  the  top  of  the 
hill.  The  service  was  primarily  for  "residents"  that  is,  people  purchasing  land 
from  the  company.  Residents  were  carried  for  one  cent,  and  non-residents  for 
five  cents.     The  complaint  alleged  that  such  rates  are  discriminatory. 

The  Commission  foimd  that  it  was  without  jurisdiction  in  the  matter,  and  the 

Court  sustains  the  ruling. 

"The  Public  Service  Commission  only  has  such  jurisdiction  as  is  given  to  it 
by  statute.  It  cannot  assume  jurisdiction  over  common  carriers  and  other 
enterprises  and  appliances,  simply  because  they  are  quasi  public  services. 
This  elevator,  or  inclined  railroad,  however  it  may  be  styled,  is  private  prop- 
erty devoted  somewhat  to  a  public  use.  But  this  is  not  enough  to  give  the 
Public  Service  Commission  jurisdiction,  for  many  public  services  are  con- 
cededly  not  within  the  jurisdiction  of  the  commission.  Section  5  of  the  Public 
Service  Commissions  Law  enumerates  the  public  services  over  which  the 
commission  has  jurisdiction." 

The  Court  finds  that  the  "elevator"  in  question  does  not  come  under  the  terms 

railroad  or  common  carrier,  as  defined  in  the  statute. 
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226.2 — Extension  of  Service. 

People  ex  rel.  New  York  &  Queens  Gas  Company  v.  McCall  et  al., 
Public  Service  Commission  (ID).  Decision  of  the  New  York 
Supreme  Court,  Appellate  Division,  March  3,  1916. 

The  Commission  issued  an  order  requiring  the  New  York  and  Queens  Gas  Com- 
pany to  make  an  extension  of  gas  mains  into  the  towns  of  Douglaston  and  Douglas 
Manor.  (7  Rate  Research  184).  The  company  brought  this  order  before  the 
Court  for  review.     The  Court  says: 

"Public  Service  Commissions  Law,  Section  66,  subd.  2,  empowers  the  com- 
mission: 


il    ir 


'To  order  reasonable  improvement  and  extensions  of  the  works,  wires,  poles, 
lines,  conduits  and  other  reasonable  devices,  apparatus  and  property  of  gas 
corporations,  electrical  corporations  and  municipalities.' 

"We  have,  no  doubt,  that  under  this  law  the  question  remains  for  the  Court 
to  determine,  opon  the  review  of  the  determination  of  the  Public  Service  Com- 
mission, whether  the  extension  ordered  was  a  reasonable  extension.  This 
question  must  be  considered  in  the  aspect,  first,  of  the  needs  of  the  community; 
and,  second,  of  the  burden  placed  upon  the  company." 

As  to  the  needs  of  the  community,  the  court  points  out  that  the  territory  is  served 
with  electricity,  so  that  gas  is  required  for  cooking  and  heating  purposes  only, 
and  that  none  of  the  houses  are  piped  for  gas,  indicating  that  it  was  not  the  ex- 
pecta,tion  of  those  who  built  there  that  gas  would  be  furnished.  To  serve  the 
district  a  mile  of  the  extension  would  be  made  through  a  marsh,  where  there  are 
no  residences.  It  appears  that  the  company  would  have  to  borrow  funds  for  the 
extension,  the  cost  of  which  is  conservatively  estimated  to  l)e  $60,000.  Interest 
at  .5  per  cent  on  such  investment  amoimts  to  $3,000.  Only  about  one-half  of  this 
amount  would  be  earned  by  the  extension. 

"The  balance,  or  about  $1,50C  would  be  a  burden  upon  the  Company,  which 
must  be  paid  out  of  other  income  from  other  customers.  It  is  undoubtedly 
true  that  it  is  not  necessary  that  the  first  return  from  an  extension  should  be 
large,  provided  there  is  reasonable  ground  to  foresee  that  within  a  reasonable 
time  the  return  from  the  investment  is  going  to  be  large  enough  to  cover  the 
expenses  and  the  interest  upon  the  moneys  required  to  make  the  same.  The 
promise  here  is  so  remote  that  it  does  not  seem  to  us  reasonable  to  require  this 
company  to  make  this  expenditure  for  this  construction,  in  view  of  the  fact  that 
the  only  requirement  for  gas  is  for  cookins;  and  heating  in  the  summer  months, 
and  that  the  place  is  already  supplied  with  electricity  for  illumination. 

"We  are  not  unmindful  of  the  obligations  owing  by  a  public  service  corporation 
to  serve  well  the  entire  community  through  which  it  has  a  franchise;  but  the 
statute  has  defined  the  extent  of  its  obligation  as  requiring  a  reasonable  effort 
so  to  do." 

The  court  says  further: 

"Our  attention  has  been  called  to  the  statement  of  the  commissioners  at  the 
time  that  this  determination  was  made  as  to  the  representations  made  by  the 
Consolidated  Gas  Company  before  the  commission  when  application  was  made 
by  that  company  for  permission  to  buy  the  stock  of  the  relator.  (See  7  Rate 
Research  185-187).  Whatever  inference  might  be  drawn  from  those  state- 
ments as  to  the  reasons  which  influenced  the  commissioners  in  making  the 
determination  hereunder  reviewed,  we  are  of  the  opinion  that  the  facts  pre- 
sented by  the  record  do  not  present  a  reasonable  justification  for  the  order 
made. 

"The  determination  of  the  commission  must  therefore  be  annulled,  without 
costs,  and  the  application  of  the  petitioners  denied.     All  concur." 
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COMMISSION  DECISIONS 

MARYLAND 

300 — Investment  and  Return. 

Chesapeake  and  Potomac  Telephone  Company  of  Baltimore  City, 
Investigation  of  the  Rates  for  Telephone  Service  in  the  State  of  Mary- 
land. Decision  of  the  Maryland  Public  Service  Commission, 
Finding  That  the  Earnings  Under  the  Present  Rates  Are  Not  Exces- 
sive.    March  8,  1916.     (Continued  from  9  Rate  Research  21). 

314 — Overhead  Charges. 

The  Commission  states  that  in  addition  to  "directly  distributed  costs" 
there  are  "construction  overheads"  which  cannot  be  directly  allocated 
to  the  fixed  capital  accounts  to  which  they  relate.  Such  costs  include : 
contractor's  profits,  omissions  and  contingencies,  interest  during  con- 
struction, engineering  and  superintendence,  law  expenditures  during 
construction,  taxes  during  construction,  general  executive  costs,  in- 
surance during  construction,  and  miscellaneous  construction  expendi- 
tures. The  Commission  explains  the  nature  of  such  costs  to  show  that 
they  are  not  in  any  sense  intangibles,  and  says: 

"We  make  this  explanation  at  this  length  for  the  reason  that  there 
is  an  idea  in  some  quarters  that  when  'construction  overheads'  such 
as  we  have  enumerated  are  allowed  in  a  valuation  for  rate-making 
purposes,  the  utility  is  being  given  the  benefit  of  some  imaginary  or 
wholly  speculative  cost  to  which  it  has  not  proven  itself  clearly  en- 
titled, but  which  is  given  it  merely  upon  the  assumption  that  it  or 
something  else  like  it  must  have  been  incurred  in  the  construction 
of  its  plant  and  property.  We  trust  that  we  have  made  it  clear  that 
such  is  not  the  case,  but  that  these  'construction  overheads'  when 
established,  are  just  as  much  a  part  of  the  actual  cost  of  the  physical 
property  as  is  the  labor  and  material  which  have  entered  into  and 
been  directly  traced  to  each  separate  item  of  the  same." 

The  following  table  shows  the  estimates  submitted  (1)  by  the  company, 
(2)  by  the  Commission's  Superintendent  of  the  Investigation,  and  (3) 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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(2) 

(3)         (4) 

Mr. 

Chief 

Ander- 

Engin-    Com- 

son 

eer      mission 

by  the  Commission's  chief  engineer,  and  (4)  the  allowances  approved 
bv  the  Commission. 

(1) 


Item  Com- 

pany 
Group  A. 

Directly   Distributed   Costs,    including  Rights 
of  Way. 

Group  B 

(Expressed  in  %  of  A) 

Omissions  and  Contingencies 2. 97 

Group  C 

(Each  expressed  in  %  of  A+B) 

Engineering  and  Superintendence 5 .  26 

Taxes  during  Construction 04 

General  Executive  and  Legal 2.48 

Insurance  during  Construction 85 

Group  D 

(Expressed  in  %  of  A-fB-f-C) 

Interest  during  Construction 7 .  00 

Ratio 

of  Aggregate  Construction  Overheads  to  Directly 

Distributed  Costs,  including  Rights  of  Way.    19.36 


.48 


5.00 


2.97 


2.90 

5.00 

5.26 

.035 

2.50 

.04 

2.25 

2.43 

.85 

.85 

4.60       12.00 


o.zo 


13.66      26.42       17  67 


318— Working  Capital. 

In  the  instructions  to  the  appraisers  in  tlii.s  investigation,  the  term 
"working  capital"  was  defined  as  follows: 

"Working  capital  is  the  amount  of  cash  and  supplies  or  other  avail- 
able assets  readily  convertible  into  cash  without  pecmiiary  sacrifice, 
reasonably  necessary  to  be  kept  on  hand  by  the  company  for  the  pur- 
pose of  meeting  its  current  obligations  as  they  arise,  and  enabling  it 
to  operate  economically  and  efficiently.  It  should  be  taken  to  em- 
brace such  a  stock  of  materials  and  supplies  as  is  reasonably  neces- 
sary to  enable  the  company  to  make  repairs  and  minor  replacements 
chargeable  to  operation  without  unreasonable  delay  or  expense,  and 
to  meet  operating  contingencies  and  emergencies  not  taken  care  of 
by  other  reserves  or  allowances,  and  generally  should  be  a  sum  rea- 
sonably sufficient  to  bridge  the  gap  between  outlay  and  reimburse- 
ment. It  should  be  determined  with  due  regard  to  the  company's 
ordinary  outstandings,  both  payable  and  receivable,  the  ordinary 
condition  of  its  stock  or  supplies  in  hand,  the  natural  and  ordinary 
risks  of  its  lousiness,  the  condition  of  its  credit,  its  custom  in  the  pur- 
chase of  supplies,  and  as  to  carrying  its  accounts  with  banks  and 
others,  whether  at  interest  or  otherwise,  its  method  of  rendering  bills 
for  service  and  time  required  for  the  payment  thereof,  the  character 
and  nature  of  its  obligations  funded  and  imfunded,  and  all  other 
circumstances  bearing  upon  the  economical  and  efficient  operation 
of  the  business." 


9        Rate     Research  37 


The  Commission  allowed  $500,000  working  capital  which  item  is  recog- 
nized as  not  subject  to  depreciation. 

362 — Accrued  Depreciation. 

The  Commission  cites  the  cases  of  City  of  Knoxville  v.  Knoxville  Water 
Co.  (212  U.  S.  13)  and  Simpson  v.  Shepard  (230  U.  S,  352)  on  depre- 
ciation, and  concludes  that  depreciation  should  be  deducted  in  a  rate 
case.  Considerable  discussion  is  given  the  question  of  whether  the 
amount  to  be  deducted  should  represent  the  measure  of  existing  de- 
preciation by  mere  physical  deterioration  of  the  property,  or  should 
include  that  "additional  functional  deterioration  which  practically  all 
property  undergoes  with  the  lapse  of  time,  but  which  in  large  part  may 
be  said  to  be  latent  at  any  particular  time." 

"Counsel  for  the  People  conceded  that  when  the  property  of  a  public 
utility  is  used  up  or  consumed,  wholly  or  in  part,  in  the  service  of 
the  public,  the  proprietors  of  the  utility  are  just  as  much  entitled  to 
get  back  from  the  public  the  value  of  the  property  so  consumed  as 
they  are  entitled  to  get  back  the  monies  expended  in  operation,  or 
to  receive  a  fair  return  upon  their  investment,  and  that  the  utility 
is  entitled  of  right  to  embody  in  its  charges  for  service  a  sum  not  only 
sufficient  to  keep  its  property  currently  up  to  the  highest  standard 
of  efficiency  for  rendering  service,  but  also  a  further  sum  to  be  re- 
served by  the  utility  for  the  purpose  of  replacing  such  property  with 
other  property  of  equal  value  the  moment  the  original  property  goes 
out  of  service  from  wear  and  tear,  inadequancy,  obsolescence  or  any 
other  cause. 

"Hence  if  we  were  dealing  now  with  a  new  property  which  had  begun 
operations  under  the  existing  system  of  State  regulation  the  problem 
before  us  would  present  no  difficulties. 

"In  such  a  case,  under  the  approved  system  of  accounting  at  present 
in  force  it  would  be  necessary  for  the  company  to  set  up  on  its  books 
one  or  more  depreciation  reserve  accounts  into  which  would  be  paid 
out  of  earnings  at  regular  periods  amounts  equal  to  the  depreciation 
which  the  property  was  estimated  to  have  undergone  during  such 
periods.  The  result  at  any  given  time  would  be  that  the  utility 
would  have  a  depreciated  property,  but  would  have  a  fund  in  its 
reserve  accounts  exactly  balancing  the  aggregate  of  such  deprecia- 
tion. And  if  the  funds  paid  into  such  reserves,  had  been  invested  in 
new  and  additional  plant,  it  will  be  seen  that  the  depreciation  which 
the  original  property  had  undergone  would  have  been  made  up  by 
such  additional  property  so  that  the  aggregate  value  of  the  original 
property,  less  the  depreciation,  plus  the  additions  paid  for  out  of 
the  reserves  would  exactly  equal  the  original  investment. 

"The  same  result  would  follow  even  though  the  earnings  had  not 
been  sufficient  to  enable  the  utility  to  set  up  such  depreciation  re- 
serves. In  such  a  case  the  utility  would  have  the  depreciated  prop- 
erty, but  would  at  the  same  time  have  a  claim  against  the  public 
growing  out  of  the  fact  that  the  utility  had  not  been  repaid  the  de- 
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preciation  which  its  property  had  undergone.  Consequently  the  de- 
preciated value  of  the  property,  plus  the  claim  against  the  public  on 
account  of  such  depreciation,  would  always  equal  the  original  in- 
vestment. 

"Or,  as  a  third  alternative,  the  public  might  have  paid  a  part  of  the 
depreciation,  but  not  the  whole  of  it.  In  such  a  case  the  utility 
would  have  the  depreciated  property,  plus  the  sum  in  its  depreciation 
reserves,  plus  its  claim  against  the  public  for  the  balance  of  the 
depreciation,  and  the  sum  of  the  three  would  again  equal  the  original 
investment. 

"Consequently  it  would  seem  to  be  clear  that  the  ideal  condition  for  a 
public  utility  subject  to  state  regulation  would  be  for  such  a  utility 
to  have  a  depreciation  reserve  created  and  kept  up  by  the  public,  at 
all  times  ample  to  cover  not  only  the  existing,  visible  deterioration  of 
its  property,  but  also  all  latent  depreciation,  in  order  that  it  might  be 
in  a  position  to  make  replacements  when  and  as  required.  Such  a 
reserve  would  stand  as  a  perpetual  guarantee  to  the  utility  against 
any  loss  the  property  might  sustain  in  the  public  service,  and  at  the 
same  time  as  a  perpetual  guarantee  to  the  public  that  the  utility 
would  always  be  in  a  position  to  render  adequate  service.     .     .     . 

"But  in  the  case  now  before  us,  we  are  not  confronted  by  such  a 
situation.  Here  we  have  a  company  which  has  been  in  operation  in 
this  State  for  over  thirty  years.  During  that  period  the  bulk  of  its 
property  has  been  renewed  time  and  again,  the  renewal  of  the  average 
whole  having  probably  been  at  least  twice.     .     .     . 

"For  many  years,  and  in  fact,  until  quite  recently  it  maintained  no 
reserves  for  the  replacement  of  property  worn  out  in  the  public 
service  or  retired  for  other  reasons.  Such  replacements  were  made 
either  out  of  earnings  or  out  of  borrowed  capital,  we  know  not 
which." 

In  case  a  company  has  failed  to  perform  its  "plain  duty"  and  exact 
sufficient  returns  to  keep  its  investment  unimpaired  (Knoxville  Water 
Company  case,  supra)  the  Commission  does  not  find  that  it  should  be 
obliged  for  all  time  to  bear  the  loss  in  the  value  of  its  investment. 

"In  the  first  place  it  is  seldom  wholly  just  to  penalize  anyone  for 
failing  to  do  a  thing  which  he  had  no  reason  to  believe  it  was  his  duty 
to  do.  Thirty  years  ago,  or  even  twenty  years  ago,  the  theory  of  the 
depreciation  reserve  was  hardly  known,  much  less  generally  under- 
stood. As  we  know  it  today,  it  is  an  evolution  in  accounting  so  far 
as  applied  to  public  utilities." 

Furthermore  such  a  handling  of  the  matter  would  make  it  impossible 
to  secure  necessary  funds  for  the  furnishing  of  adequate  service  and  the 
Commission  concludes  that  "the  sooner  such  mistakes  are  corrected 
and  the  utility  placed  on  a  sound  basis  with  respect  to  such  reserves, 
the  better  it  will  be  for  all  concerned." 

"But  we  do  not  think  that  such  mistakes  should  be  corrected  wholly 
and  all  at  once  at  the  expense  of  the  public,  as  is  done  where  existing 
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depreciation  is  ignored,  and  the  stockholders  permitted  to  earn  upon 
the  full  undepreciated  value  of  the  property  as  found  at  the  date  of  the 
valuation.  This  course  has  frequently  been  pursued  by  other  com- 
missions upon  the  theory  that  if  the  public  has  not  paid  for  the 
depreciation  which  has  come  to  pass  and  now  exists,  the  public  owes 
the  bill  and  can  best  pay  it  by  having  the  existing  property  valued  for 
rate-making  purpose  at  its  full  value.  In  itself  this  would  not  be  a 
great  injustice  to  the  public  but  it  becomes  an  injustice  when  the 
public  is  then  required  to  assume  the  burden  of  creating  and  main- 
taining from  year  to  year  the  depreciation  reserves  which  should  have 
been  created  years  before.  For  the  reserve  created  in  the  future 
covers  not  only  the  depreciation  which  accrues  in  the  future,  but 
as  well  the  past  depreciation  which  will  not  become  wholly  manifest 
until  some  time  in  the  more  or  less  distant  future.  .  .  . 
"On  the  other  hand  to  require  the  company  to  bear  the  whole  burden 
of  the  existing  deterioration,  actual  and  theoretical,  and  make  no 
provision  to  enable  it  to  meet  it  when  it  matures  by  the  retiremen  t 
piece  by  piece  of  the  entire  property  now  in  service,  would  be  rather 
too  severe  a  penalty  to  impose  upon  the  utility  for  its  more  or  less 
inadvertent  failure  to  guard  against  such  loss  in  the  past." 
The  Commission  decided  to  determine  first  how  large  a  depreciation 
reserve  the  public  should  properly  create  and  maintain  and  then  to 
determine  the  rate  at  which  the  public  should  be  required  to  build 
up  such  reserve. 

366 — Depreciation  Funds. 

"Our  conclusion  is  that  the  public  should  be  required  to  create 
depreciation  reserves  not  normally  exceeding  20  per  cent  of  the  plant 
investment  as  the  same  appears  from  time  to  time.  After  this 
reserve  has  been  created  and  the  property  in  its  entirety  comes  to  be 
valued,  it  will  be  found  that  four-fifths  of  the  same  belongs  to  the 
stockholders  and  that  one-fifth  has  been  contributed  by  the  pubhc. 
This  advance  will  have  been  made  by  the  public  as  its  guarantee  that 
so  far  as  it  is  concerned  the  company  will  at  all  times  be  in  a  position 
to  make  replacements  of  its  property  when  and  as  they  are  required 
for  efficient  service.  And  the  reserve  of  20  per  cent  being  created, 
and  invested  in  additions  to  plant,  the  company  would  be  entitled 
to  earn  upon  80  per  cent  of  the  total  investment.     .     .     . 

"One  of  the  company's  witnesses  further  contended  that  the  size  of 
the  reserve  to  be  required  by  a  public  utility  is  a  question  to  be 
determined  by  its  executive  officers,  and  that  for  a  public  service 
commission  to  attempt  to  determine  that  question  would  be  for  it  to 
usurp  the  functions  of  such  executives.  We  see  strong  reason  in  this 
contention  and  believe  it  to  be  correct.  Therefore  it  is  that,  we  say 
that  the  public  shall  not  be  required  to  create  a  reserve  of  over  20 
per  cent.  If  the  executives  of  this  company  feel  that  a  larger  reserve 
is  required  for  the  proper  administration  of  its  affairs,  they  will  be  at 
liberty  to  create  the  same  either  out  of  surplus  or  out  of  money 
derived  from  outside  sources,  as  they  may  elect." 
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The  Commission  estimated  the  present  depreciation  of  the  property, 
including  theoretical  depreciation  due  to  the  inadequacy  or  obso- 
lescence of  the  property  with  the  lapse  of  time,  to  be  20%  and  it  is  held 
that  the  company  is  entitled  to  earn  on  80%  of  the  reproduction  co^ 
new. 

"Meanwhile  the  company  will  further  be  held  entitled  to  set  aside  out 
of  earnings  from  year  to  year  a  sum  to  be  added  to  its  present  depre- 
ciation reserves  until  such  time  as  said  reserves  amount  normally 
to  a  maximum  average  of  20  per  cent  of  the  plant  investment. 

"Ordinarily  the  company  would  not  be  permitted  to  earn  upon  the 
additional  reserves  so  created.  But  inasmuch  as  we  have  already 
deducted  this  amount  from  the  reproduction  cost  new  of  the  property 
now  in  existence,  as  these  additions  are  made  to  the  reserves  and  new 
property  purchased  with  the  same,  such  new  property  should  be 
added  to  the  capital  accounts,  and  the  company  be  held  at  all  time 
hereafter  entitled  to  earti  upon  80  per  cent  of  the  reproduction  cost 
new  of  its  physical  property  as  it  may  exist  from  time  to  time,  so  long 
as  such  reserves  are  kept  up  normally  to  a  maximum  average  of 
approximately  20  per  cent. 

"The  idea  of  this  ruling  is  that  inasmuch  as  the  company  has  failed  to 
set  up  in  the  past  reserves  sufficient  to  cover  the  depreciation  which 
its  property  has  undergone  in  the  public  service,  it  shall  not  for  the 
present  be  permitted  to  earn  upon  anything  more  than  the  depre- 
ciated value  of  such  property;  but  inasmuch  further,  as  it  does  not 
clearly  appear  that  the  public  has  ever  repaid  the  company  for  the 
full  depreciation  which  we  find  to  exist,  the  public  should  continue 
to  do  as  it  has  been  doing  since  the  depreciation  reserves  were 
set  up  by  the  company  in  1907,  and  gradually  wipe  out  this  obli- 
gation. When  this  has  been  done  and  the  depreciation  reserves  have 
reached  a  normal  average  level  of  20  per  cent  of  the  plant  investment, 
the  public  should  be  required  to  keep  them  up  to  approximately 
that  average  level." 

The  company  contended  that  the  existing  depreciation  reserves  have 
been  set  up  at  the  expense  of  foregone  dividends,  and  to  the  same  effect, 
that  whatever  depreciation  is  now  found  to  exist  in  this  property  has 
been  more  than  absorbed  by  the  deficits  from  operations  in  past  years. 
As  to  this  the  Commission  says  that  depreciation  is  as  much  an  expense 
and  incident  to  operation  as  is  the  cost  of  labor  or  fuel  which  must  be 
met  before  dividends  can  be  paid. 

"To  the  extent  that  this  failure  to  charge  the  public  rates  high  enough 
to  cover  both  the  expense  of  depreciation  and  a  fair  return  upon  the 
investment  was  a  necessary  incident  of  the  conduct  of  the  business 
in  its  early  stages,  and  may  therefore  be  regarded  as  a  part  of  the  cost 
of  establishing  the  business,  and  proper  to  be  capitalized,  an  entirely 
different  question  is  raised  which  will  be  considered  at  the  proper 
time." 

[Continued  in  next  week's  issue  of  Rate  Research.] 
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WEST  VIRGINIA 

500— Rate  Practice. 

The  City  of  Wellsburg  vs.  Wellburg  Electric  Light,  Heat  and 
Power  Company,  Complaint  As  to  Electric  Rates.  Decision  of  the 
West  Virginia  Public  Service  Commission,  Approving  New  Rates 
As  Submitted  By  the  Company.     February  21,  1916.' 

During  the  proceedings  before  the  Commission,  the  company  sub- 
mitted new  schedules  of  rates  and  the  investigation  was  changed  from 
a  consideration  of  the  old  rates  to  a  determination  of  the  reasonable- 
ness of  the  proposed  schedules.  The  new  rates  were  approved  by  the 
Commission  and  ordered  put  in  effect. 

510 — Forms  of  Rates. 

The  old  rates  of  the  company  were  based  on  connected  load  while  the 
new  are  block  rates.  The  decision,  however,  does  not  set  forth  the 
reasons  for  the  change  or  express  any  opinion  regarding  forms  of  rates. 

540— Minimum  Charge. 

Under  the  new  rates  the  minimum  charge  is  reduced  from  .fl.OO  to  50 
cents,  "which  no  doubt"  the  Commission  s'ays,  "will  have  a  tendency 
to  attract  new  customers  and  it  is  not  improbable  that  the  change  will 
increase  the  revenue  considerably  more  than  that  anticipated  by  the 
defendant  company." 

"Petitioner  objected  to  a  minimum  charge,  insisting  that  each  cus- 
tomer should  pay  for  the  actual  amount  of  electricity  used  and  no 
more.  It  is  almost  universally  held  by  text  writers  on  the  subject 
and  by  the  courts  and  commissions  that  this  kind  of  charge,  which 
is  sometimes  called  a  readiness-to-serve  charge,  is  not  only  justi- 
fiable but  a  very  pro'pel-  practice.  The  reasons  given  for  this  kind 
of  charge,  expressed  by  the  Kansas  Public  Utilities  Commission 
in  the  case  of  John  M.  Langdon  et  al.  vs.  City  of  Lawrence  et  al., 
in  P.  U.  R.  1915E,  763,  are  worth  repeating  in  this  case: 

"  'The  reason  for  such  a  provision,'  referring  to  minimum  charge,  'is 
so  apparent  that  it  is  not  necessary  to  do  more  than  refer  to  it  in  a 
general  way.  Whether  the  demand  for  service  by  an  individual 
consumer  may  be  great  or  small  during  a  given  period,  the  utility 
must  hold  itself  out  at  all  times  ready  to  furnish  the  service  in  a 
reasonable  manner  and  to  a  reasonable  extent.  This  preparedness, 
this  readiness  to  serve  is  worth  something  to  the  consumer,  whether 
he  makes  a  request  for  the  service  or  not.  He  may  not  use  any  gas 
for  a  month,  but  complainants  and  the  distriV)uting  system  are  ex- 
pected to  stand  ready  to  serve  him.  He  should,  by  every  principle 
of  equity,  be  held  bound  to  render  a  fair  return.  The  utilities  have 
invested  large  sums  in  the  equipment  necessary  to  render  the  service, 
whether  demanded  or  not,  during  any  specified  period;   and  the  con- 
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sumer  should,  whether  he  demands  the  service  or  not,  be  required 
to  bear  a  portion  of  this  burden.'  " 

The  Commission  also  cites  City  of  Lake  Forest  v.  Lake  Forest  Water 
Company,  Illinois  Public  Utilities  Commission,  P.  U.  R.  1915D  1008; 
Re  Ladysmith  Light  Company,  Wfeconsin  Railroad  Commission,  P.  U. 
R.  19 15 A  1050,  (7  Rate  Research  58)  and  Meek  vs.  Consumers  Elec- 
tric Light  &  Power  Companv,  Missouri  Public  Service  Commission, 
P.  U.  R.  1915A,  1050  (7  Rate  Research  58). 

612.2 — Large  Power. 

It  was  alleged  by  the  complaiiiant  that  electricity  was  furnished  to  the 
Steubenville,  Wellsburg  and  Weirton  Railway  Company  at  too  low  a  rate 
as  compared  with  the  other  customers  of  the  company,  and  that  the 
railway  company  was  not  bearing  its  just  proportion  of  the  expenses. 

The  evidence  showed  that  the  defendant  company  pays  from  1  cent  to 
1|  cents  per  kilowatt-hour  for  electricity  delivered  to  it  at  Wellsburg; 
that  it  receives  from  the  railway  company  1^  cents  per  kilowatt-hour 
for  all  current  used  by  that  company;  that  there  is  practically  no  loss 
in  transmitting  the  current  to  the  railway  company;  that  the  electric 
company  is  able  to  purchase  the  current  at  a  very  much  reduced  rate, 
by  reason  of  the  large  amount  used  by  the  railway  company;  and  that 
there  is  little  additional  labor  required  on  account  of  furnishing  elec- 
tricity to  the  railway  company.  Over  one-half  of  the  total  net  income 
of  the  defendant  company  came  from  the  railway  service. 

The  Commission  says: 

''In  supplying  the  other  customers  of  defendant  company,  the  loss  of 
current  is  very  large  and,  in  addition  thereto,  the  cost  of  service  is 
much  greater. 

"The  Commission  is  of  the  opinion  that  electricity  is  not  being  furn- 
ished to  the  Steubenville,  Wellsburg  and  Weirton  Railway  Company 
at  too  low  a  rate  as  compared  with  that  of  the  other  consumers  of 
electricity." 

720— Rate  Schedules. 

The  rates  proposed  by  the  company  are  made  effective  as  of  March  1, 
1916.  In  addition  to  the  block  meter  rates  for  residence  lighting,  the 
following  "controlled  fiat  rate  residential  lighting"  is  provided: 

Rate. 

1.1  cents  per  month  per  watt  of  demand. 

Limitation  of  Demand. 

Contracts  will  not  be  written  for  less  than  100  nor  more  than  500  watts  de- 
mand. The  company  will  install  an  instrument  to  limit  the  customer's  de- 
mand to  that  contracted  for. 

Prompt  Payment  Discount. 

.1  cent  per  watt  of  demand  for  payment  within  10  days  from  date  of  bill. 
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500 — Rate  Practice. 

Kreunen  et  al  v.  Cedar  Grove  Telephone  Company,  Complaint  as 
to  the  Reasonableness  of  Rates  for  Electric  Service.  Decision  of  the 
Wisconsin  Railroad  Commission,  Fixing  Rates.     November  22,  1915. 

The  respondent  company  owns  and  operates  a  joint  telephone  and 
electric  utility  in  the  village  of  Cedar  Grove.  The  electric  business  is 
confined  to  power  service  as  the  electric  lighting  in  the  village  is  done 
by  another  company.  The  respondent  purchases  energy  from  t\\e  Mil- 
w\aukee  Northern  Railway  Company,  paying  3  cents  per  kilowatt-hour 
for  limited  service  and  5  cents  per  kilowatt-hour  for  unlimited  service. 

510— Forms  of  Rates. 

The  respondent  company  charged  its  power  customers  10  cents  per 
kilowatt-hour  for  the  first  10  kilowatt-hours  per  kilowatt  of  rated  ca- 
pacity and  4  cents  per  kilowatt-hour  for  all  excess  for  limited  service; 
and  the  same  primary  rate  and  5  cents  per  kilowatt-hour  for  all  excess 
was  charged  for  unlimited  service. 

"The  contention  was  made  that  in  this  instance  the  energy  should  be 
charged  for  at  a  flat  rate  per  kilowatt-hour  for  the  reason  that  the 
utility  is  acting  merely  as  a  middleman  and  that  it  has  practically 
no  investment.  We  cannot  agree  with  the  counsel  in  this  instance 
even  though  it  is  admitted  that  the  investment  is  small  and  that  the 
utility  is  merely  acting  as  a  middleman.  Whatever  the  form  of  the 
rate  schedule,  it  is  a  matter  of  importance  that  the  revenue  provided 
by  the  rates  should  be  sufficient  to  cover  the  expenses  and  the  inter- 
est on  the  investment  and  in  addition  yield  some  profit  for  conducting 
the  business.  In  this  instance  we  find  that  the  form  of  the  rate 
schedule  now  in  use  is  probably  as  well  designed  as  any  could  be  to 
meet  the  circumstance  of  this  case.  The  chief  complainant  uses 
about  one-half  of  the  energy  which  the  utility  sells.  If  a  flat  rate 
were  established  it  would  mean  that  this  particular  customer  would 
have  to  pay  more  than  he  is  now  paying  instead  of  less.  Whether 
from  the  point  of  view  of  the  cost  of  the  service  for  each  of  the  dif- 
ferent classes  of  consumers  this  would  be  fair,  is  very  doubtful.  In 
fact,  the  cost  figures  point  in  the  opposite  direction.  While  this 
consumer  contributes  relatively  more  in  the  way  of  revenues  than  any 
of  the  rest  of  the  consumers,  the  rates  he  pays  do  not  seem  unreason- 
able when  compared  with  the  rates  for  similar  service  in  other  places. 
Under  the  circumstances  of  the  case  we  cannot  see  how  the  rate  can 
be  still  further  reduced. 

540 — Minimum  Charge. 

"Objection  was  also  made  to  the  minimum  bill,  first  because  it  in- 
creases with  the  size  of  the  installation,  and  second  because  it  is 
charged  each  month  whether  any  energy  is  used  or  not.  The  cir- 
cumstances of  the  business  conducted  by  a  small  utility  are  such  that 
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a  certain  amount  of  revenue  must  be  assured,  and  the  most  equitable 
method  to  assure  such  revenue  seems  to  be  to  require  each  consumer  to 
pay  a  minimum  amount  for  each  horse  power  which  he  has  installed. 
If  the  minimum  bill  is  not  to  be  graduated,  but  the  same  amount  of 
revenue  is  to  be  assured,  it  would  be  necessary  to  increase  the  mini- 
mum bill  to  the  small  consumers.  Such  an  increase,  however,  might 
make  the  cost  of  the  service  to  these  customers  prohibitive  and  some 
of  them  probably  would  refuse  to  remain  customers  longer.  As  to 
whether  the  minimum  bill  should  be  placed  on  a  monthly  or  yearly 
basis  much  can  be  said  on  both  sides.  In  the  instant  case,  however, 
it  seems  advisable  to  leave  it  on  a  monthly  basis." 

The  Commission  finds  that  the  minimum  bill  should  be  modified  some- 
what in  that  the  steps  are  quite  irregular. 

720— Rate  Schedules. 

The  rates  prescribed  by  the  Commission  for  power  service  are  as  follows: 

Rate. 

Limited  Service  (8  A.  M.  to  4  P.  M.) 

10    cents  per  kilowatt-hour  for  the  first  10  kilowatt-hours  per  kilowatt  of 

rated  capacity. 
4    cents  per  kilowatt-hour  for  the  balance  of  the  first  2300  kilowatt-hours. 
31  cents  per  kilowatt-hour  for  all  over  2000  kilowatt-hours. 

Unlimited  Service  (6  A.  M.  to  12  P.  M.) 

10    cents  per  kilowatt-hour  for  the  first  10  kilowatt-hours  per  kilowatt  of 

rated  capacity. 
4^  cents  per  kilowatt-hour  for  the  balance  of  the  first  2,000  kilowatt-hours. 
4    cents  per  kilowatt-hour  for  all  over  2,000  kilowatt-hours. 

Prompt  Payment  Discount. 

A  discount  of  five  per  cent  shall  be  allowed  when  bills  are  paid  on  or  before 
the  15th  of  the  month. 

Minimum  Charge. 

$1.00  for  the  first  horse-power  or  fraction  thereof  and  49  cents  per  horse-power 
for  every  additional  horse-power  or  fraction  thereof. 


MAINE 

224.2— Contracts. 

Oxford  Electric  Company,  Application  For  Approval  of  Contract. 
Decision  of  the  M.\ine  Public  Utilities  Commission,  Granting  the 
Application.     February  8,  1915. 

The  Oxford  Electric  Company  applied  for  approval  of  a  proposed  con- 
tract with  the  Norway  Water  Company  for  furnishing  electric  current 
to  the  capacity  of  fifty  horse-power,  to  be  used  in  pumping,  the  current 
not  to  be  furnished  or  used  during  the  electric  company's  peak  load  as 
designated  in  the  contract. 
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The  contract  contains  a  clause  carrying  options  of  renewal  for  five 
year  periods.  The  Commission  points  out  that  an  approval  of  the  con- 
tract as  written  might  be  construed  as  an  approval  of  all  such  renewals. 
The  Commission  in  approving  the  contract  provides  that  "no  renewal 
shall  become  effective  unless  and  until  approved  by  the  Public  Utihties 
Commission,"  and  stipulates  that  the  contract  shall. not  be  in  effect 
"until  the  company  shall  have  filed  the  rate  therein  named  as  a  public 
class  rate  as  provided  by  law." 

ILLINOIS 

220 — General  Powers  of  Commissions. 

Central  Illinois  Public  Service  Company,  Asking  For  Permission  to 
Discontinue  Unprofitable  Service.  Decision  of  the  Illinois  Public 
Utilities  Commission,  Granting  the  Apphcation.     February  17,  1916. 

The  company  applied  for  authority  to  discontinue  the  furnishing  of 
heating  service  in  the  city  of  Pana,  Illinois.  It  was  shown  that,  during 
the  last  heating  season,  the  earnings  from  this  service  were  less  than 
$1,900,  and  that  the  company  experienced  a  loss  of  over  $2,000.  From 
this  showing  the  Commission  concluded  that  any  increase  of  rates 
which  would  be  sufficient  to  prevent  a  substantial  loss  in  operating  the 
heating  system  in  the  future  would  be  so  high  as  to  l)e  prohibitive. 

The  decision  says: 

"The  Commission  has  power  and  authority  to  permit  a  public  util- 
ity to  discontinue  serving  the  public  where  the  conditions  justify 
and  demand  it,  and  the  Commission  finds  that  the  conditions  as 
shown  by  the  evidence  in  this  case  fully  justify  and  demand  that  the 
consent  of  the  Commission  be  given  to  the  petitioner,  to  discontinue 
furnishing  heat  in  the  city  of  Pana." 

ILLINOIS 

781 — Adequacy  of  Service. 

Bloomington  and  Normal  Railw^w  and  Light  Company.  Applica- 
tion For  A  Certificate  of  Convenience  and  Necessity.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Granting  the  Application. 
January  27,  1916. 

The  applicant  was  authorized  to  extend  its  transmission  line  for  the 
purpose  of  furnishing  twenty-four-hour  service  in  the  village  of  Lexing- 
ton. A  small  electric  light  plant  was  furnishing  electric  service  from 
dark  to  daylight  in  the  village,  but  the  service  was  inadequate  and  un- 
satisfactory.    The  Commission  says: 

"The  plant  in  Lexington,  having  been  built  about  twenty  years  ago 
with  second-hand  apparatus,  is  now  in  such  poor  condition  that  it  is 
impossible  to  furnish  good  service  from  it.  Furthermore,  the  plant  is 
in  such  condition  that  it  could  not,  at  any  reasonable  cost,  be  put 
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into  condition  to  furnish  the  twenty-four-hour  service  which  it  ap- 
pears the  people  of  Lexington  demand  and  to  which  it  seems  they 
are  entitled." 

The  proposed  extension  of  applicant's  line  was  found  to  be  justified  in 
that  it  would  contribute  to  the  public  convenience. 


IDAHO 

580 — Terms  and  Conditions. 

Hodges  v.  The  Capital  Water  Company,  Complaint  as  to  Company's 
Rule  Requiring  Payment  in  Advance  For  Water  Service.  Decision  of 
the  Idaho  Public  Utilities  Commission,  Modifying  the  Rule  in  Ques- 
tion.    April  2,  1916. 

The  Company  required  the  payment  of  the  entire  charge  for  the  irriga- 
tion season  in  advance  at  the  time  the  water  is  turned  on.  Upon  com- 
plaint the  Commission  modified  the  rule  to  provide  for  the  payment  in 
advance  of  one-half  of  the  season's  charge  at  the  time  the  water  is 
turned  on  and  the  balance  at  a  fixed  date  later  in  the  season.  The 
order  reads,  in  part,  as  follows: 

"Water  must  not  be  turned  on  or  used  by  the  consumer  until  the 
charges  are  paid  as  above  provided,  and  in  the  event  any  consumer 
shall  fail  to  pay  the  second  installment  when  due,  the  water  company 
shall  cut  off  the  water  from  his  premises  and  it  shall  not  be  turned 
on  again  during  that  irrigation  season  until  he  shall  pay  the  charges  due 
for  water  and  in  addition  thereto  the  sum  of  one  dollar  for  expense  of 
cutting  off  and  turning  on  the  water." 


REFERENCES 
RATES 

523.2 — Area  of  Premises  Basis. 

Rate  Schedules  for  Towns  of  2,500  or  Less.     Electrical  Record, 

April,  1916,  p.  32.     11  pages. 

The  article,  reviewing  a  paper  by  Morgan  Brooks  at  the  recent  meeting  of  the 
Illinois  State  Electric  Association,  finds  in  rates  the  chief  cause  of  friction  between 
the  public  and  the  electric  utility.  Some  complaints  are  based  on  high  charges, 
but  probably  the  principal  cause  of  misimderstanding  lies  in  what  small  con- 
sumers feel  to  be  an  injustice  in  having  to  pay  for  electricity  at  decidedly  higher 
rates  than  the  large  consumers.  The  elements  entering  into  the  cost  of  the  different 
classes  of  service  and  the  difficulties  experienced  in  exjiressing  such  costs  in  the 
different  types  of  rates  are  discussed.  It  is  thought  that  the  justice  of  the  charge 
will  be  more  easily  understood  by  the  customer  if  the  cost  of  "preparedness  for 
demand"  is  taken  care  of  in  a  charge  distinct  from  the  charge  for  energy  consumed. 
The  need  for  keeping  such  rates  simple  is  recognized.  The  writer  believes  that, 
for  lighting  service,  a  simpler  and  on  the  whole  a  fairer  measure  of  preparedness 
will  be  found  in  floor  area  than  in  socket  count.  This  is  because  the  watts  re- 
quired for  illumination  depend  upon  area  rather  than  upon  the  number  of  sockets 
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which  depend  on  the  scheme  of  distribution  adopted.  In  case  a  consumer  chooses 
to  flood  his  floors  with  unusual  quantity  of  light  he  is  thereby  entitled  to  a  lower 
rate,  which  would  be  the  result  of  a  fixed  charge  per  unit  area.  To  make  the 
calculation  easy,  basements  and  unoccupied  attics  should  be  omitted,  and  the 
area  applied  to  active  floors  rather  than  rooms  separately.  The  unit  area  might 
be  1,000  sq.  ft.  The  first  unit  would  then  include  most  single  story  cottages  and 
a  few  small  two-story  houses;  2,000  sq.  ft.  would  include  all  two-story  houses 
not  exceeding  30  ft.  sq.,  and  so  on.  A  flat  rate  of  say  40  cents  per  month 
should  be  added,  covering  what  has  often  been  covered  by  a  meter  rent  charge, 
and  making  60  cents  the  minimum  charge  when  no  current  is  used.  This  coupled 
with  a  relatively  low  kilowatt-hour  rate  would  make  up  the  monthly  bill. 

The  typical  schedule  is  expressed  as  follows: 

"(1.)  A  fi.xed  charge  for  every  consumer  of  40  cents  plus  20  cents  for  every  1,000 
sq.  ft.  of  floor  area  in  active  use.  This  becomes  a  minimum  charge  when  no  cur- 
rent is  used.  (2.)  A  variable  charge  dependent  on  the  meter  reading,  on  the 
block  scale,  of  8  cents  for  the  first  50  kilowatt-hours,  followed  by  5  cents  for  the 
next  450  kilowatt-hours,  and  that  followed  by  3  cents  for  all  above  500  kilowatt- 
hours.     (3.)     A  discount  of  10  per  cent,  to  be  allowed  for  prompt  payment. 

"This  schedule  will  be  found  to  show  a  small  increase  for  very  small  monthly  con- 
sumption, and  a  decrease  for  large  consumption  as  compared  with  one  standard 
rate  of  13.5  cents  for  part  and  7  cents  for  the  balance,  based  on  socket  count  as  to 
the  dividing  line. 

"While  this  rate  schedule  will  not  give  every  consumer  the  same  bill  for  the  same 
consumption,  the  metered  part  of  the  charge  will  be  identical,  and  consumers 
with  large  premises  would  be  able  to  see,  that  preparedness  for  large  houses  is 
worth  more  than  for  small.  It  does  not  involve  intricate  calculations;  it  encour- 
ages increased  use  of  electricity  for  flat  irons  and  even  for  cooking;  and  there  is 
no  distinction  between  stores  and  residences.  Business  houses  are  likely  to  use 
more  electricity  per  unit  area  than  residences,  and  they  would  by  this  schedule 
pass  beyond  the  higher  rates  sooner." 


INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

City  cf  Lincoln  v.  Lincoln  Water  &  Light  Company.  Investigation 
of  Rates,  Before  the  Illinois  Public  Service  Commission.  Brief  for 
the  Company.     102  pages. 

The  Lincoln  Water  and  Light  Company  has  presented  to  the  Illinois  Commission 
a  brief  in  the  case  involving  the  reasonableness  of  the  company's  rates  for  water 
and  electric  service. 

In  working  out  the  principles  to  be  followed  in  the  valuation  of  the  property  and 
the  determination  of  rates  of  the  Lincoln  Company,  the  brief  reviews  certain 
holdings  of  the  Commission  in  the  Lake  Forest  Water  Company  case,  and  the 
Belleville  cases  (8  Rate  Research  99,  274)  as  evidence  of  a  misunderstanding  and 
misapplication  of  the  intent  and  purpose  of  the  Public  Utilities  Act.  It  is  pointed 
out  that  a  sharp  distinction  must  be  drawn  between  principles  governing  a  court 
in  reviewing  a  decision  of  the  Commission  and  the  prmciples  to  be  followed  by  a 
Commission  in  the  original  investigation.  In  the  cases  previously  decided  by 
the  Commission,  instances  are  noted  in  which  the  Commission  has  failed  to  dis- 
tinguish between  rate  making  and  rate  reviewing,  but  have  cited  holdings  in 
court  cases  as  a  basis  for  the  action  of  the  Commission  without  making  any 
allowance  for  the  difference  in  the  powers  and  duties  of  courts  and  commissions. 
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PUBLIC  SERVICE  REGULATION 

268 — Public  Service  Laws. 

Laws  of  the  State  of  North  Dakota,  Pertaining  to  Railroads  and 
Public  Utilities.  Published  by  the  Board  of  Railroad  Commissioners 
1915.     Pamphlet,  156  pages. 

The  pamphlet  contams  a  compihxtion  of  laws  "governing  railroads,  grain  ware- 
houses, express,  telephone,  telegraph,  gas,  light,  heat  and  power  companies, 
storage  warehouses  and  commission  merchants",  and  the  rules  adopted  by  the 
Board  of  Railroad  Commissioners  relating  to  public  vitilities,  defining  the  powers 
and  duties  of  the  Board. 

A  law  was  passed  by  the  1915  Legislature  providing  for  the  regulation  by  the 
Board  of  the  rates  of  such  public  utilities  as  "water,  gas  or  electricity  for  light, 
heat  or  power."  Under  the  law  the  Board  has  power  over  rates  only,  no  provi- 
sion being  made  for  regulation  of  service,  issue  of  securities  or  any  of  the  other 
matters  usuallj'  provided  in  public  service  laws. 

COURT  DECISION  REFERENCES 

224.5 — Rates  Fixed  by  Contract. 

State  ex  rel.  Randall  v.  Litchfield  et  al.  Decision  of  the  Suireme 
Court  of  Kansas.     March  11,  191o.     155  Pacific  814. 

The  Olathe  Gas  Company  holds  a  franchise  from  the  city  fixing  its  rates  for  natural 
gas  at  25  cents  per  1000  cubic  feet  for  the  period  of  one  year  after  the  franchise  was 
accepted  and,  thereafter,  at  30  cents  per  1000  cubic  feet.  The  court  finds  that,  in 
accordance  with  the  terms  of  a  contract  existing  between  the  Olathe  company 
and  the  Kansas  Natural  Gas  Company,  the  former  has  become  an  agent  of  the 
latter  company  and  as  such  is  subject  to  rate  regulation  of  the  public  utilities 
commission.  The  one  year  period  has  exjjired  and  the  company  would  under  the 
franchise  be  entitled  to  charge  30  cents.  The  court  finds,  however,  that  as  an 
agent  of  the  Kansas  Natural  Gas  Company  its  rate  is  limited  to  the  28  cent  rate 
prescribed  by  the  state  public  utilities  commission. 

545 — Meter  Rental. 

McIninch  v.  Auburn  Mut.  Lighting  and  Power  Co.  Decision  of 
the  Supreme  Court  of  Nebraska.  March  18,  1916.  156  North- 
western 1075. 

The  ordinance  under  which  the  company  operates  fixes  the  maximum  rate  that  the 
defendant  may  charge  for  electric  service  at  "15  cents  per  1000  watts."  The 
provision  concerning  the  furnishing  of  meters  reads:  "And  it  shall  be  compulsory 
upon  said  electric  light  and  power  company  to  put  in  electric  meters  when  re- 
quired by  patrons  of  said  company." 

The  Court  finds  that  the  company  does  not  have  the  right  under  the  contract 
with  the  city  to  exact  a  charge  of  25  cents  per  month  as  a  meter  rental.  The 
Court  says: 

"When  the  article  sold  is  sold  by  measurement,  the  only  practicable  way  in 
which  to  ascertain  the  quantity  sold  is  by  the  use  of  a  meter.  This  would 
imply  that  the  meter  is  part  of  the  necessary  equipment  of  the  company.    .    .    . 

"There  seems  to  be  no  provision  in  the  ordinance  that  the  company  has  any 
authority  to  collect  for  the  use  of  meters  or  to  demand  a  deposit  in  place  of 
the  meter.     We  caniiot  add  to  the  conditions  of  the  contract." 

The  judgment  of  the  lower  court,  granting  an  injunction  to  restrain  the  company 
from  shutting  oft"  the  plaintiff's  service  for  non-payment  of  such  a  meter  rental, 
is  sustained. 
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COMMISSION  REPORTS 

MAINE 

224 — Rates — Regulation  by  Commission. 

Maine  Public  Utilities  Commission,  First  Annual  Report.  Dis- 
cussion of  Rates  and  Valuation.     Introduction,  Volume  1,   1915. 

In  the  introduction  to  the  first  annual  report  of  the  Public  Utilities 
Commission  of  Maine,  the  Commission  has  given  an  account  of  its 
experience  in  regulating  rates  during  the  initiation  of  regulation  in 
that  State  and  has  discussed  forms  of  schedules,  seasonal  rates,  and 
special  contract  rates  ot  interest  to  electric  utilities. 

225.1— Filing  of  Schedules. 

The  report  states  that  when  the  order  was  issued  requiring  the  public 
utilities  to  file  schedules  of  their  rates  with  the  Commission,  the 
larger  utilities  had  already  given  the  matter  careful  study  and  had 
employed  experts  to  prepare  schedules  in  anticipation  of  such  an 
order,  but  that  the  smaller  cd^mpanies  were  not  so  prepared,  "few 
of  them  had  any  intimate  knowledge  of  the  scientific  or  legal  in- 
tricacies connected  with  such  schedule,  its  making  and  filing." 

In  many  instances  schedules  were  prepared  in  the  office  of  the  Com- 
mission, the  time  for  filing  was  extended,  and  the  companies  aided 
through  correspondence  and  by  the  furnishing  of  sample  schedules 
and  forms  from  the  Commission  and  its  working  force.  Today  the 
Commission's  file  of  schedules  is  practically  complete. 

129 . 1 — Discrimination . 

"With  reference  to  certain  features  of  these  schedules  the  Com- 
mission has  had  to  exercise  great  patience,  and  the  public  must 
for  a  time  be  patient.  To  illustrate  what  we  mean  it  will  be 
necessary  to  go  back  to  the  beginning  of  some  things.  It  is  known 
to  all  that  prior  to  eight  or  ten  years  ago  rebates,  special  contracts, 
'gentlemen's  agreements'  and  other  practices,  unfair  to  the  average 
shipper  and  enormously  profitable  to  the  favored  few,  were  the 
rule  rather  than  the  exception  upon  nearly  all  the  railroads  of 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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the  country.  The  mighty  force  of  a  growing  protest  against 
these  practices  caused  a  storm  to  sweep  from  ocean  to  ocean, 
compelling  Congress  to  strengthen,  and  enlarge  the  powers  of 
the  Interstate  Commerce  Commission,  and  impelling  many  states 
to  pass  laws  regulating  pul^lic  utilities  through  the  agency  of  Com- 
missions. One  state  after  another  passed  similar  laws  and  today 
each  state,  excepting  Delaware  and  Utah,  has  some  form  of  Public 
Utility  Commission. 

"In  each  state  it  was  expected  that  the  Commission  would,  in  its 
investigations  of  public  utilities,  discover  the  grossest  dishonesty, 
mismanagement  and  corruption.  In  but  comparatively  few 
instances  was  any  such  discovery  made,  so  far  as  any  actual  dis- 
honesty or  mismanagement  of  present  owners  were  concerned. 
There  were,  however,  two  ailments  with  which  practically  all  the 
old  public  service  corporations  seemed  to  be  afflicted,  viz:  (1), 
too  much  apparent  value  in  stocks,  bonds  and  too  little  actual 
value  in  tangible  property;  and  (2),  iar  too  many  'special  con- 
tracts,' 'agreements,'  'special  rates',  and  secret  understandings, 
and  altogether  too  much  mystery  and  befogging  language  in  the 
schedules  of  rates  of  various  companies." 

224.2— Contracts. 

"In  nearly  all  the  above  respects  the  experience  of  other  State 
Commissions  has,  i^i  a  way,  been  ours.  The  great  majority  of 
our  utilities  have  been  honestly  conducted.  Mistakes  have  been 
made,  but  honest  ones.  Errors  of  judgment  have  sometimes  been 
expensive,  but  only  very  little  evidence  of  actual  fraud  has  been 
discovered.  Nevertheless,  we  have  found  that  the  two  ailments 
referred  to  a  moment  ago  afflict  many  of  our  Maine  public  service 
companies.  Financial  matters  are  treated  elsewhere.  Here  and 
now  is  the  place  and  tyne  to  speak  of  these  special  rates,  special 
contracts  and  unwritten  agreements.  This  takes  us  back  to  what 
we  said  above  as  to  the  work  of  the  Commission  in  assisting 
utilities  to  so  frame  their  schedules  as  to  cause  them  to  embody 
and  reflect  the  plain  requirements  of  the  law.  We  do  not  wish  to 
be  understood  as  speaking  i^i  terms  of  criticism  of  the  present 
managers  of  utilities,  who  did,  and  permitted  to  be  done,  a  lot  of 
strange  things.  Heredity  in  the  utility  family  is  as  strong,  in- 
sistent and  compelling  as  it  is  in  the  human  family,  and  present 
utility  managers  in  Maine  have  inherited  a  lot  of  things  besides 
money.  The  ancestors  of  many  such  companies  were  born  midst 
unique  surroundings.  Take,  for  illustration  any  electric  lighting 
company  in  the  State  of  Maine  and  go  back  to  its  inception.  In 
some  city  or  town  a  dozen  of  its  best  citizens  get  together  and  form 
a  corporation.  All  the  mf)ney  is  subscribed  by  home  people. 
The  plant  is  built,  the  company  starts  business  with  some  local 
man  in  charge.  The  company  and  its  customers  are  one  big  family. 
Each  one  knows  everyl3ody  else.  Some  man  goes  to  the  manager 
and  states  his  belief  that  his  particular  Situation  entitles  him  to 
a  special  rate.     Nobody  cares  very  much.     It  really  doesn't  seem 
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to  make  any  difference,  and  so  the  thing  is  done.  Neither  the 
customers  not  the  manager  has  intentially  done  anything  wrong. 
"It  may  be  that  the  c'ustomer  just  referred  to  threatens  to  stop 
taking  electricity  unless  he  is  given  a  special  rate  and  the  manager, 
fearing  he  may  lose  the  business,  yields.  This  one  special  rate  is 
made,  and  in  a  very  short  time  quite  a  substantial  percentage  of 
all  customers  are  receiving  a  special  rate.  After  a  while  the  com- 
pany changes  owners,  but  the  same  old  customers  demand  the 
same  old  special  privileges,  and  the  new  managers  yield  to  this ' 
demand.  At  the  end  of  ten  years  more  customers  will  be  enjoying 
special  rates  than  are  paying  the  regular  rate.  What  was  true 
concerning  the  affairs  of  one  group  of  utilities  was  true  of  all 
utilities  in  the  State.  So  universal  had  this  practice  become  that 
the  manager  of  one  large  utility,  on  assuming  charge  a  short  time 
ago,  found  more  than  twelve  hundred  custcvmers  enjoying  special 
rates. 

"This  condition  of  affairs  could  not,  of  course,  be  permitted  to 
continue.  Not  only  the  Utilities  Law,  but  common  decency 
demanded  that  all  customers  similarly  situated  should  receive  the 
same  or  similar  treatment.  Unlawful  or  unjust  discrimination 
was  expressly  forbidden  by  our  Utilities  Act.  Nevertheless,  when 
schedules  of  rates  began  to  come  into  the  offices  of  the  Commission 
they  were  found  to  contain  numerous  irregularities  and  not  a  few 
unlawful  discriminations.  Attention  was  immediately  called  to 
these  matters,  and  we  found  that  nearly  every  company  was  not 
only  willing,  but  anxious,  to  comply  with  the  law.  However,  some 
were  fearful  that  certain  customers  might  be  put  into  an  angry 
frame  of  mind.  We  very  frankly  stated  to  each  company  that  the 
law  was  plain  and  must  govern;  and  that  if  any  customer  com- 
plained he  should  be  told  that  this  Commission  insisted  on  a  plain 
and  fair  schedule  of  rates  for  all,  and  had  no  discretion  or  dis- 
position to  permit  unlawful  agreements  to  exist.  In  most  instances 
this  has  brought  about  the  desired  result,  and  today  there  are 
very  few  (if  any)  unlawful  special  rates.  This  is  as  it  should  be. 
The  American  public  is  usually  generous  and  often  prodigal.  It 
gives  no  second  thought  to  the  dollar  given  to  charity  or  in  aid 
of  any  worthy  object,  but  it  voices  a  protest,  loud  and  long,  against 
being  beaten  out  of  a  single  cent.  If  the  individual  is  sure  that 
he  is  paying  no  more  for  the  same  service  than  his  neighbor,  the 
price  is  not  likely  to  disturb  him.  He  merely  wants  to  be  sure  that 
he  is  being  fairly  treated  and  that  no  advantage  is  being  obtained 
by  a  favored  few  at  his  expense.  This  means  equality,  and 
equality  is  the  theory,  the  science  and  the  common  sense  of  every 
schedule  of  rates." 

450 — Value  of  Service  Theory. 

The  Commission  discusses  contracts  with  "competitive"  customers 

and  for  assured  terms  as  follows: 

"In  distinction  from  that  large  body  oi  customers  of  public  utilities 
which  will  always  fall  within  the  ordinary  schedules  is  a  consider- 
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able  number,  both  actual  and  possible,  who  may  readily  supply 
themselves  with  the  commodity  produced  by  the  utility.  To  such 
customers  the  value  of  the  service  furnished  by  the  company  will 
depend  to  a  large  extent  on  the  probable  cost 'of  supplying  them- 
selves. If  the  company  is  to  supply  these  customers,  it  must 
perform  its  service  in  accordance  with  the  ordinary  rules  of  business 
competition — it  must  meet  prices  resulting  from  conditions  which 
the  company  does  not  create  and  ordinarily  cannot  control,  and, 
if  it  does  not  meet  these  prices,  the  company  will  probably  not 
get  the  business. 

^'Take  an  electric  light  company  as  an  illustration.  The  customer 
who  can  supply  himself  knows,  or  thinks  he  knows,  the  price  at 
which  he  can  furnish  the  service,  and,  unless  this  price  is  met  or 
approximated,  he  feels  that  he  is  practically  in  a  position  where 
the  price  to  him  is  determined  not  by  an  open  market,  but  by 
individual  conditions  which  he  feels  differ  widely  with  different 
customers.  The  company  desires  the  business.  If  the  general 
public  can  be  properly  taken  care  of  and  not  injured,  the  company 
should  be  permitted  to  obtain  the  business,  if  all  customers  similarly 
situated  may  be  served  at  some  profit  to  the  company  at  the  same 
rate. 

452 — Competition. 

"In  this  connection  it  is  urged  by  the  company  that  by  supplying 
these  customers  (who  are  termed  'competitive'  customers,  for  the 
reason  that  by  supplying  themselves  they  enter  into  competition 
with  the  company)  it  will  greatly  increase  the  volume  of  its  business, 
for  the  reason  that  such  consumers  would  necessarily  be  users  of 
large  units  of  the  product  and  that  in  such  use  these  consumers 
will  be  taking  surplus  product  which  otherwise  would  go  to  waste; 
and  that  in  the  case  of  electric  light  companies  these  customers 
employ  a  long  use  of  their  installation,  especially  during  parts  of 
the  day  or  year  when  otherwise  a  considerable  portion  of  the  com- 
pany's plant  would  be  standing  idle;  and  that,  although  the  product 
is  sold  at  a  low  rate,  which  nevertheless  yields  a  price  which  easily 
exceeds  the  proper  running  cost,  may  furnish  a  revenue  otherwise 
not  available  and  which  will  help  the  company  upon  its  general 
expenses  and  will  lead,  as  the  company's  business  increases,  to  a 
steady  reduction  in  price  to  the  regular  customer. 

"Service  rendered  to  these  customers  should  not  be  understood  as 
constituting  a  special  rate,  and  should  not  be  permitted  where  the 
admitted  or  proven  facts  clearly  indicate  (first)  that  the  business 
of  the  customer  cannot  be  secured  at  regular  rates  and  (second) 
that  it  is  in  the  interest  of  the  general  public  to  permit  the  company 
to  secure  the  business  of  a  particular  customer  and  others  who  may 
be  similarly  situated.  Whatever  the  circumstances  or  necessities 
may  require  the  company  and  this  Commission  to  do,  the  service 
performed  should  be  in  accordance  with  a  schedule  filed  with  the 
Commission  open  to  all,  and  any  contract  thereunder  should  be 
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for  as  short  a  term  as  possible,  to  the  end  that  as  time  goes  on  and 
the  business  of  the  company  increases  the  benefit  resulting  from 
this  low  rate  to  large  consumers  may  be  reflected  in  lower  rates  to 
the  smaller  consumers. 

"The  Legislature  of  1915  undoubtedly  had  this  situation  in  mind 
when  it  amended  the  original  Utilities  Act  in  such  a  manner  as  to 
enable  public  utilities  to  enter  into  contracts  for  their  services  at 
a  rate  which  could  not  be  modified  during  the  term  therein  fixed, 
except  with  the  consent  of  the  Commission;  and  such  contracts  to 
be  always  subject  to  the  approval  of  the  Commission.  Several 
such  contracts  have  been  presented  for  approval  under  this  amend- 
ment, some  of  which  have  been  approved,  some  modified  and  others 
rejected." 

At  this  point  the  Commission  quotes  at  length  from  its  decision  in 
the  Rumford  Falls  Light  and  Water  Company  as  an  illustration  of 
its  attitude  toward  such  a  contract.  This  case  was  reviewed  in  8 
Rate  Research  24-26.     The  Commission  says: 

"Each  application  must  necessarily  be  considered  in  the  light  of 
its  own  circumstances,  and  such  circumstances  may  render  it 
necessary  for  the  Commission  to  adopt  a  more  liberal  or  a  less 
liberal  policy  than  that  outlined  in  the  case  above  referred  to." 

626 — Seasonal  Factor. 

The  Commission  explains  the  reasons  for  relatively  high  rates  for 

seasonal  service  as  follows: 

"There  is  another  rate  matter  which,  in  fairness  to  certain  electric, 
gas,  water,  telephone  and  perhaps  some  other  utilities,  ought  to 
be  explained  to  the  general  public.  This  is  the  matter  of  seasonal, 
or  summer  rates.  In  very  many  of  the  localities  served  by  our 
Maine  companies  there  are  large  summer  resorts  in  which  the 
population  during  June,  July,  August  and  September  is  from  ten 
to  one  hundred  times  greater  than  during  the  remainder  of  the 
year.  In  so  equipping  its  plant  as  to  be  able  to  serve  these  seasonal 
customers  a  utility  must  have  a  capacity  sufficient  to  serve  these 
customers  for  twelve  months,  although  the  actual  demand  is 
confined  to  four  months.  So  far  as  the  matters  of  investment, 
interest,  up-keep,  depreciation,  taxes,  insurance,  etc.,  are  con- 
cerned the  company  would  be  under  but  very  little  additional 
expense  in  serving  its  seasonal  customers  a  full  year.  To  meet 
these  expenses  the  company  must  obtain  in  four  months  a  full 
twelve  months  proportional  part  of  the  seasonal  customers'  con- 
tribution to  expense  and  a  fair  return.  This  necessitates  a  seem- 
ingly higher  rate,  and  has  resulted  in  considerable  fault  finding. 

"In  connection  with  the  custom  of  utilities  charging  a  full  twelve- 
month rate  for  a  four-month  service  to  seasonal  customers,  atten- 
tion is  called  to  the  fact  that  persons  having  cottages  or  other  real 
estate  tor  rent  at  summer  resorts  charge  an  amount  sufficient  to 
produce  from  a  four- months'  occupancy  a  full  year's  return  on 
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the  value  of  such  property.  It  is  claimed  that  all  persons  who 
have  any  commodity  to  sell  at  such  resorts  find  there  a  ready 
market  at  a  higher  price  than  would  be  secured  from  an  all-the- 
year  round  community." 

710— Schedules. 

The  Commission  asks,  "What  is  a  schedule?" 

"The  first  schedules  filed  with  this  Commission  showed  that  very 
many  utilities  had  entirely  misconceived  the  basic  ideas  and  prin- 
ciples of  a  proper  schedule.  Some  sent  in  merely  a  set  of  rules  and 
regulations.  Some  others  sent  in  what  practically  amounted  to 
a  list  of  their  customers,  entitling  each  by  his  business  rather  than 
by  name.  Still  others  filed  schedules  giving  a  very  wide  latitude 
to  the  utility  in  the  matter  of  price,  and  leaving  an  opportunity 
for  special  rates  to  be  made  by  the  utility  upon  application.     .     .     . 

"Other  utilities  were  equally  indefinite  and  vague  in  their  schedules, 
and  it  became  the  almost  interminable  task  of  the  Commission 
to  assist  various  companies  in  so  wording  their  schedules  that  each 
customer  might  know  the  exact  amount  he  was  to  be  charged  for 
the  service  offered.  The  difficulty  confronting  us  was  not  oc- 
casioned so  much  by  any  particular  cojaipany  desiring  to  deceive 
as  it  was  by  reason  of  an  apparent  inability  to  properly  classify 
various  customers  and  the  services  to  be  rendered  and  making  a 
rate  within  the  limits  of  which  all  customers  in  a  particular  class 
would  fall. 

"A  schedule  of  rates  to  comply  with  the  law  must  be  sufficiently 
definite,  elaborate  and  clear  to  enable  every  customer  to  know 
exactly  what  class  he  comes  in  and  the  exact  amount  which  he  is 
called  upon  to  pay  for  the  particular  quantity  of  the  commodity 
he  desires  to  purchase.  Such  schedule  must  also  contain  every 
rule,  regulation,  practice  or  requirement  which  the  company 
intends  to  enforce.     .     .     . 

"When  the  science  of  schedule-making  is  properly  understood, 
(and  it  may  be  made  a  very  simple  matter)  the  making  of  a  proper 
schedule  of  rates  will  be  found  not  to  be  difficult,  and  the  customer 
will  be  much  better  satisfied  with  a  clear  and  full  statement. 
This  leads  us  again  to  suggest  that  in  the  schedules  of  some  utilities 
there  is  too  much  apparent  mystery. 

"We  urge  upon  the  railroads  and  other  large  utilities  to  so  simplify 
their  schedules  of  rates  as  to  make  them  understandable  by  those 
customers  who  frequently  use  the  service  offered." 

310— Valuation. 

The  Commission  has  decided  that  it  is  not  wise  or  prudent  to  make 
a  valuation  of  the  property  of  the  public  utilities  under  its  jurisdiction 
until,  upon  complaint,  a  situation  arises  which  makes  it  necessary  to 
attempt  such  a  valuation  in  an  individual  instance.  The  utilities 
act  provides  that  the  Commission  shall  have  power,  and  it  shall  be 
its   duty,    to   fix   a  reasonable  value  upon  the  property  of  any  public 
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utility  whenever  such  valuation  is  deemed  to    be    necessary   tor   the 
fixing  of  fair  and  reasonable  rates,  tolls  and  charges. 

On  this  point,  the  report  says: 

"The  Commissions  of  some  states,  very  soon  after  organization, 
proceeded  to  attempt  a  physical  valuation  of  the  properties  of 
public  utilities  in  advance  of  any  necessity  therefor  growing  out 
of  complaints  which  would  make  necessary  such  valuation,  in 
order  to  determine  the  reasonableness  of  rates.  In  each  state 
attempting  such  valuation  the  amount  expended  went  far  up  into 
the  thousands  of  dollars,  and,  in  our  judgment,  often  was  money 
wasted.  We  ought  perhaps  to  say  that  at  the  time  of  such  valu- 
ations the  Commissions  were  warranted  in  believing  that  a  neces- 
sity for  the  same  exiffted;  and  that  the  rules  governing  such  valu- 
ations were  sufficiently  understood  to  enable  the  accomplishment 
of  a  desired  and  useful  result,  Ijut  the  occurrences  of  the  last  two 
or  three  years  have  satisfied  experts  and  commissions  that  the 
principles  of  law  and  of  scientific  procedure  are  not  sufficiently 
settled  to  enable  any  expert  or  any  commission  to  make  a  valuation 
which  can  be  guaranteed  to  stand  the  test  of  severe  proceedings 
in  court.  Hardly  any  two  experts  will  agree  in  every  detail  as  to 
the  proper  treatment  and  principles  applicable  to  a  valuation. 
Various  courts  disagree,  and  the  U.  S.  Supreme  Court  itself  has 
thus  far  refrained  from  laying  down  any  hard  and  last  set  of  rules 
for  the  government  of  commissions  in  making  valuations. 

"This  being  the  chaotic  condition  of  affairs,  we  have  thus  far 
refrained  from  attempting,  on  our  own  motion,  any  valuation  of 
the  property  of  pubhc  utiUties." 


COMMISSION  DECISIONS 

MARYLAND 

300— Investment  and  Return. 

Chesapeake  and  Potomac  Telephone  Company  of  Baltimore  City, 
Investigation  of  the  Rates  for  Telephone  Service  in  the  State  of 
Maryland.  Decision  of  the  Maryland  Public  Service  Commission, 
Finding  That  the  Earnings  Under  the  Present  Rates  Are  Not  Excessive. 
March  8,  1916.     (Continued  from  9  Rate  Research  21  and  35). 

"sis — Intangibles . 

"The  accounting  system  prescribed  by  this  Commission  for  the  use 
of  telephone  companies  recognizes  the  propriety  of  the  capitalization 
of  intangible  or  non-physical  property  by  providing  specific  capital 
accounts  in  which  such  items  are  to  be  carried  on  the  books  of  the 
utility." 

These  accounts  are:  Organization,  Franchises,  Patent  Rights  and 
Other  Intangible  Capital. 
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"It  has  repeatedly  been  held  by  the  courts  that  when  these  mtangible 
values  have  been  shown  to  exist  by  satisfactory  evidence  they  are 
property,  and  as  such  cannot  properly  be  ignored  in  the  fixing  of 
rates,  even  though  the  utility  itself,  for  reasons  which  may  seem 
sufficient  to  it,  may  not  actually  carry  them  upon  its  books  or  use 
them  as  a  basis  for  capitalization." 

In  this  case  there  are  three  items  of  intangible  values  claimed  by  the 
company,  first,  easements;  second,  cost  of  money  and  of  promotion; 
and,  third,  cost  of  establishing  business,  organization  and  development. 
The  Commission  discusses  intangibles  under  these  heads.  In  regard 
to  easements,  the  decision  says: 

"The  question  of  the  propriety  of  valuing  the  easements  of  a  utility 
in  the  public  streets,  is  one  which  has  received  considerable  attention 
in  this  State. 

"In  all  the  other  states,  so  far  as  we  are  advised,  rights  in  the  nature 
of  easements  have  been  regarded  merely  as  franchises,  and  the 
courts  have  almost  universally  held  that  they  could  not  be  capitalized 
for  rate-making  purposes  on  two  grounds,  first,  that  it  would  be 
unj  ust  to  require  the  public  to  pay  a  return  upon  the  property  it  had 
given  the  utility  without  cost  to  use  in  the  public  service,  and  which 
derived  its  only  value  from  that  use;  and  second,  that  the  value  of 
the  easement  must  depend  in  its  final  analysis  upon  its  revenue 
producing  capacity,  and  inasmuch  as  the  object  of  a  rate  making 
proceeding  is  to  cletermine  the  amount  the  compaaiy  is  entitled  to 
receive  from  the  public  and  reduce  that  amount  if  unreasonable, 
the  amount  could  never  be  reduced  if  the  revenue  producing  power  of 
the  easement  were  to  be  capitalized. 

"But  in  Maryland,  easements  in  the  public  streets  have  been  given 
a  definite  status  as  property  by  the  decisions  of  our  Court  of  Appeals. 
In  the  case  of  Consolidated  Gas  Co.  vs.  Baltimore  City,  101  Md.  547, 
Chief  Judge  McSherty  clearly  distinguished  between  a  franchise, 
which  he  declared  to  be  a  special  privilege  conferred  by  government 
upon  individuals,  and  which  does  not  necessarily  involve  an  interest 
in  land,  and  an  easement,  which  he  declared  to  be  property,  not  a 
privilege,  and  to  be  essentially  an  interest  in  land.  In  this  con- 
nection, he  said:  'The  right  to  occupy  the  streets  with  gas  mains 
if  a  franchise  *  *  *  tJie  actual  occupation  of  them  in  that  way 
pursuant  to  the  franchise  is  the  acquisition  of  an  easement.'  " 

The  Commission  reviews  the  later  decisions  of  the  Maryland  courts 
on  the  valuation  of  easements,  and  the  fixing  of  the  value  of  easements 
in  cases  decided  by  the  Commission.  (Consolidated  Gas  Co.  vs. 
Baltimore  City,  105  Md.  43;  United  Railways  &  Electric  Co.  vs.  Balti- 
more City,  111  Md.  264;  Consolidated  Gas  Company  Case,  decided 
by  the  Commission,  January  13,  1913  [2  Rate  Research  262];  and  the 
Minnesota  Rate  Cases.) 

The  Commission  points  out  that  the  easement  of  the  telephone  com- 
pany does  not  involve  an  exclusive  right  of  way  over  the  property  of 
another,  and  is  not  comparable  to  a  railroad  right  of  way. 
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''Its  value  to  the  owner  lies  solely  in  its  productive  or  usable  value. 
That  value,  it  is  true,  might  in  some  cases  be  measured  by  the  cost 
of  acquiring  a  similar  easement  to  take  its  place,  or  in  some  other 
case  by  the  loss  and  damage  sustained  by  the  owner  being  deprived 
of  its  use.  But  where  the  question  is  not  one  of  depriving  the  owner 
of  the  use  of  the  easement,  but  the  whole  inquiry  is  based  upon  the 
assumption  that  it  will  continue  to  be  used  indefinitely  just  as  it  is 
now  used,  it  would  seem  illogical  in  the  extreme  in  determining  that 
value  to  resort  to  hypotheses  which  we  know  do  not  exist.  Con- 
sequently, we  are  driven  to  the  conclusion  that  in  a  rate-making 
case,  at  least,  the  measure  of  the  value  of  the  easement  is  to  be  found 
in  its  worth  to  the  company,  its  productive  value,  or  earning 
capacity,  however  we  may  express  the  idea  of  worth." 

In  the  Gas  Company  case,  the  company  had  valuable  easements  in  the 
city  streets,  subject  to  no  rental  whatsoever,  but  similar  to  other 
easements  for  which  annual  rentals  were  charged. 

"Obviously,  in  that  case,  the  charge  made  for  other  similar  easements 
could  be  used  as  a  guide  for  the  valuation  of  those  for  which  no  charge 
was  made. 

"But  in  this  case,  as  we  have  seen,  an  annual  charge  is  made  for  the 
use  of  these  easements,  and  there  is  no  evidence  to  show  that  the 
City  is  today  charging  anyone  else  any  more  for  similar  easements 
than  is  charged  the  respondent  company  under  the  ordinance  of 
1889.  Hence  it  would  seem  that  the  respondent  company  is  paying 
for  its  easements  all  they  are  reasonably  worth,  and  the  annual 
rental  absorbs  the  capitalization  of  the  rent.  In  this  respect,  the 
situation  is  exactly  analogous  to  that  of  a  tenant  who  is  paying  a 
full  measure  of  rent  for  property  and  consequently  can  find  no  one 
who  will  purchase  his  lease." 

314.1 — Promotion. 

The  Commission  states  that  there  is  difficulty  in  considering  the  items 
of  Promoter's  Remuneration  and  Cost  of  Money  on  the  basis  of  actual 
cost  in  that  whatever  monies  were  ever  paid  out  for  promotion  and 
securing  funds,  have  long  since  been  absorbed  in  one  way  or  another 
through  the  company's  operating  or  other  accounts,  and  have  thus 
either  been  paid  by  the  public  or  by  the  stockholders  at  the  expense 
of  dividends.  No  such  capital  accounts  have  been  kept  on  the  books 
and  if  anyone  were  to  attempt  now  to  set  them  up,  it  would  have  to  be 
done  altogether  upon  the  basis  of  conjecture. 

"It  is  for  this  reason,  no  doubt,  that  the  claim  has  been  advanced 
by  the  company  solely  upon  the  theory  that  such  allowances  are 
proper  in  any  estimate  of  the  cost  of  reproducing  the  property  of 
the  company  as  it  now  exists. 

"Upon  such  theory,  many  commissions  and  courts  have  held  such 
allowances  to  be  entirely  proper,  since  they  realize  that  it  is  the 
experience"  of  practically  all  business  enterprises  on  a  large  scale, 
that  the  cost  of  promotion  is  a  very  real  and  substantial  item  of 
expense,  and  that  no  enterprise,  certainly  no  newly  established  one, 
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can  obtain  money  for  its  necessary  purposes  without  substantial 
cost,  either  by  way  of  brokers'  commissions  and  fees,  or  a  discount 
where  the  money  is  raised  by  the  sale  of  stocks  and  lionds.  More 
frequently,  it  is  found  that  both  of  these  items  of  expense  are 
encountered,  not  only  in  the  case  of  new  companies,  but  of  old  ones 
as  well. 

"The  evidence  betore  us  in  this  case  upon  these  two  points,  is  con- 
clusively in  favor  of  such  allowances  where  a  valuation  is  made  upon 
the  basis  of  reproduction  cost  in  the  case  of  an  ordinary  company, 
or  where  such  reproduction  cost  must  be  considered  in  arriving  at 
a  final  conclusion  as  to  fair  value. 

"The  company  claims  5  per  cent  upon  the  reproduction  cost  new 
value  of  its  property,  as  the  cost  of  promotion,  and  a  second  5  per 
cent  as  the  cost  of  securing  the  money  used  in  its  construction 
work." 

Counsel  for  the  company  stated,  however,  that  this  claim  amounting 
to  SI, 300, 000,  w^ould  not  be  pressed  if,  upon  investigation,  the  Com- 
mission approved  the  existing  arrangement  under  which  4|  per  cent  of 
the  company's  gross  earnings  are  paid  the  American  Telephone  &  Tele- 
graph Company. 

149 — Holding  Companies. 

The  Commission  points  out  that  the  holding  company,  the  American 
Telephone  and  Telegraph  Company,  really  bears  the  original  cost  of 
organization,  promotion  and  financing  for  the  subsidiary  companies, 
and  in  addition  bears  the  cost  of  experimentation,  and  renders  expert 
service  in  connection  with  the  accounting,  legal  and  managing  work  of 
this  company.  Under  the  present  relations  of  the  subsidiary  company 
with  the  holding  company,  payment  is  made  for  these  services  according 
to  the  4|  per  cent  arrangement. 

The  Commission  "feels  that  such  arrangement  is  unquestionably  a 
desirable  one  from  the  standpoint  of  the  public,"  but  it  is  not  prepared 
to  "concede  the  contention  of  counsel  for  the  company  so  lar  as  to  enter 
into  any  express  or  implied  understanding  that  in  consideration  of  the 
waiver  of  this  claim  of  $1,300,000,  this  Commission  will  approve  tlie 
continuance  of  the  4i  per  cent  arrangement  for  all  time  in  the 
future." 
The  Commission  says: 

"Under  conditions  as  they  now  exist,  we  believe  it  to  be  an  arrange- 
ment of  great  value  to  the  public  of  this  State. 

"Therefore,  in  estimating  the  returns  which  the  respondent  com- 
pany may  reasonably  be  expected  to  receive  upon  the  valuation 
hereinafter  reached,  we  will  consider  this  4^  per  cent  a  proper 
operating  expense, 

"Meanwhile,  ...  we  will  disaUow  the  claim  of  $1,300,000  as 
the  cost  of  promotion  and  of  securing  money." 

(Continued  in  next  week's  issue  of  Rate  Research) 


9  Rate     Research  61 


REFERENCES 
RATES 

523.3 — Number  of  Rooms  Basis. 

An  "Aci*ive  Room"  Rate  for  the  Rural  Customers  of  the  Mil- 
waukee Electric  Company.     Electrical  World.     April  22,  1916.    p.  940. 

The  Milwaukee  (Wis.)  Electric  Railway  &  Light  Company  has  recently  introduced 
a  "rural-rate"  schedule  under  which  a  monthly  charge  of  $2.00  is  made  for  four 
or  less  "active"  rooms,  plus  -iO  cents  per  month  for  each  active  room  in  excess 
of  the  first  four.  This  room  charge  includes  energy  equivalent  to  7  kilowatt- 
hours  per  active  room  per  month,  while  a  charge  of  2  cents  per  kilowatt-hour  is 
made  for  the  excess.  This  rate  applies  to  all  requirements  of  the  farm,  including 
motors  up  to  3  horse-power. 

611.1 — Residences. 

The  Value  of  Residence  Business  to  the  Central  Station,  by 
G.  A.  Lowther.     Electrical  World.     April  15,  1916.     p.  888. 

The  value  of  residence  business  to  the  central  station  company  is  considered  imder 
three  heads:  Its  value  for  revenue,  its  educational  value,  and  its  value  from 
the  investor's  standpoint.  It  is  stated  that  each  new  residence  customer  con- 
nected means  the  electrical  education  of  the  whole  family  and  may  lead  to  the 
introduction  of  electric  energy  in  the  business  in  which  the  head  of  the  family  is 
interested.  It  is  also  stated  that  the  company  with  a  large  residence  service 
load  finds  it  easier  to  get  money  for  securities  from  bankers  and  investors  than 
the  company  which  can  show  only  a  large  power  load,  because  of  the  feeling  that 
the  residence  load  is  more  stable  than  the  large  power  load. 

614 — Heating  and  Cooking. 

Est.\blishinCt  the  Electric  Range  in  the  Far  West.  Electrical 
World.     April  22,  1916.     p.  924. 

The  article  discusses  the  development  of  an  electric  range  and  water  heating  load 
in  the  West.  As  examples  of  the  new  "cook-by-wire"  movement,  it  is  stated 
that  in  a  recent  four-month  period,  the  Southern  California  Edison  Company 
placed  more  than  200  ranges  on  its  lines,  and  in  nine  months  the  Great  Western 
Power  Company  increased  its  revenue  from  the  appliance  field  by  $16,300.  The 
average  annual  income  from  the  residence  lighting  load  on  the  Pacific  Coast  has 
been  found  to  be  $21,  and  where  electric  cooking  is  in  use  it  has  been  shown  that 
the  average  residence  revenue  is  increased  to  about  $60  per  annum.  The  ex- 
perience in  fixing  rates  for  electric  cooking  and  for  water  heating  is  discussed. 

614 — Heating  and  Cooking. 

Developing  the  Electrical  Range  Lo.\d,  by  P.  L.  Miles.  Electrical 
Review  and  Western  Electrician.     April  22,  1916.     p.  712.     2  pages. 

The  possibilities  in  the  development  of  an  electric  cooking  load  for  central  stations 
are  discussed  and  some  suggestions  are  given  for  conducting  a  campaign  to  pro- 
mote the  sale  of  electric  ranges.     The  question  of  determining  rates  for  electric 
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cooking  is  one  which  must  be  governed  by  the  conditions  in  each  instance.  Rates 
must  be  low  enough  to  secure  the  business  while  providing  some  portion  of  profit 
for  the  lighting  company.  Cooking  rates  which  are  in  effect  in  this  country  are 
tabulated  as  follows: 

Rate,  Number  of 

Cents  TowTis 

5 640 

-5 211 

4.               692 

-4                                 506 

3 : 540 

-3 261 

2                27 

-2 7 

Total 2,884 

It  is  pointed  out  that  835  towns  in  this  list  have  adopted  a  rate  for  cooking  of 
three  cents  or  less. 

This  paper  was  presented  before  the  New  Business  Committee  of  the  Indiana 
Electric  Light  Association,  and  cooking  rates  for  Indiana  are  listed  separately 
as  follows: 

Rate,  Number  of 

Cents  Towns 

5 12 

-5.. 3 

4                                          13 

-4                                   ' 23 

3 22 

2 4 

Total 77 


INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Reply  Brief  on  behalf  of  the  Union  Gas  and  Electric  Company  and 
The  Cincinnati  Gas  and  Electric  Company.     Pamphlet,  35  pages. 

A  brief  has  been  filed  by  the  Company  in  reply  to  the  brief  for  the  City  of  Cin- 
ciimati,  in  the  matter  of  the  appraisal  of  the  property  of  the  Cincinnati  Gas  an  d 
Electric  Company  before  the  Ohio  Public  Utilities  Commission. 

340— Rate  of  Return. 

Constructive  Regulation,  Editorial.  Electrical  World.  April  15, 
1916.     p.  859. 

The  editorial  says  that  it  is  time  to  introduce  into  Commission  regulation  some 
serious  constructive  thought  and  the  opportunity  for  active  co-operation  on  the 
part  of  the  public  utility  companies.  It  should  be  the  aim  of  Commissions  to 
regulate  so  that  no  regulation  would  be  necessary;  but  so  far  no  effort  has  been 
made  anywhere  to  lay  down  principles,  or  to  establish  theories  which  would 
encourage  the  utilities  themselves  to  push  ahead  and  make  rate  and  other  adjust- 
ments on  their  own  initiative,  sure  of  the  fact  that  such  enterprise  will  be  ac- 
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credited  by  the  Commission.  In  rate  making  cases,  a  policy  could  be  wisely 
adopted  which  would  encourage  the  company  in  good  management  and  economical 
operation  and  have  the  effect  sought  for  in  such  profit  sharing  plans  as  the  Boston 
sliding  scale  gas  rate.  The  plan  outlined  in  the  editorial  is  briefly  as  follows: 
Let  us  assume  that  in  a  rate  case  rates  are  established  to  allow  the  company  an 
8  per  cent  return.  But  suppose  the  company  was  energetic  and  increased  its 
efficiency,  reduced  its  operating  expenses,  and  developed  its  business  so  that  it 
earns  10  per  cent  under  these  rates.  Now  if  the  company's  rates  are  reduced  so 
as  to  earn  only  the  8  per  cent  return  there  is  no  incentive  fOr  the  company  to 
increase  its  efficiency  and  build  up  its  business.  A  fair  Commission  would  allow 
in  such  a  case  a  9  per  cent  return,  permitting  both  the  company  and  the  public 
to  share  the  benefits  of  good  management.  Assume  that  the  company  under  the 
new  rates  again  increases  its  return  to  10  per  cent,  the  increase  above  the  9  per 
cent  could  again  be  divided  between  the  company  and  the  consumers,  and  the 
company  be  allowed  to  earn  9|  per  cent,  the  balance  to  be  applied  to  rate  re- 
ductions to  consumers. 

This  is  shown  by  table  as  follows: 

Fair 
Return 
Value      Corporate       Per  Return  Rate 

of  Plant       Income         Cent        Allowed       Reduction 

First  year $100,000     $10,000  8  $8,000  $2,0C0 

Second  year 100,000       10,000  9  9,000  1,000 

Third  year 100,000       10,000  9i  9,500  500 

The  editorial  concludes:  "It  is  evident  that  commission  regulation  carried  out 
as  in  the  past  does  not  foster  the  voluntary  reduction  of  rates  by  the  public  utility 
company.  The  companies  are  in  the  position  of  waiting  to  see  what  happens 
before  taking  the  initiative.  Unless  this  broad  condition  is  remedied  by  con- 
structive regulation  the  public  will  not  receive  the  advantage  of  advances  in  the 
art  nor  the  public  utility  the  new  capital  necessary  for  improvements  and  ex- 
tensions and  a  just  return  for  initiative  and  enterprise  in  management." 

366 — Depreciation  Funds. 

Depreciation  Reserves  as  Affected  by  Property  Growth,  by 
L.  R.  Nash,  Stone  &  Webster  Journal,  April,  1916,  p.  286. 

This  paper  is  reprinted  from  the  American  Economic  Review  for  March,  1916,  and 
was  noted  in  9  Rate  Research  15. 


PUBLIC  SERVICE  REGULATION 

200— Public  Service  Regulation. 

Regulation  of  Electric  Service  Rates  in  Chile.  Commerce 
Reports.     April  18.     p.  228. 

All  electric  companies  in  Chile  furnishing  light,  power,  telephone  or  transporta- 
tion service  must  submit  their  rates  for  the  approval  of  the  President,  unless  such 
rates  have  been  established  by  law  or  concession.  This  ruling,  which  is  promul- 
gated in  an  executive  decree  of  March  15  in  the  Diario  Oficial,  is  accompanied  by 
the  requirements  that  existing  electric  companies  must  submit  their  rates  within 
30  days  from  the  date  of  the  decree,  and  new  companies  must  present  their  rates 
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within  30  days  prior  to  the  installation  and  operation  of  the  service.  When  rates 
have  been  fixed,  they  can  not  be  altered  without  the  approval  of  the  President, 
and  failure  to  comply  with  these  regulations  will  result  in  cancellation  of  contract. 
No  concession  will  he  granted  or  renewed  unless  the  conces-sionary  agrees  to  give 
a  discount  of  50  per  cent  from  regular  rates  to  public  or  municipal  offices  of  the 
cities  in  which  the  ser\{ice  is  supplied. 

252 — Commission  Annual  Reports. 

Public  Utilities  Commission  of  Maine,  First  Annual  Report. 
1  915.     445  pages. 

The  first  annual  report  of  the  Maine  Public  Utilities  Commission  has  been  issued 
for  the  year  ending  October  31,  1915.  Statistics  are  given  for  the  steam  and 
electric  railroads  in  the  form  used  by  the  former  Railroad  Commission.  The 
reports  of  other  utilities  are  not  given  for  the  reason  that  these  utilities  did  not 
begin  their  first  year  under  regulation  until  July,  1915,  and  the  Commission  says 
that  "very  many  were  unable  to  fully  and  immediately  comply  with  the  provi- 
sions of  a  new  law  and  one  which  made  radical  changes  in  former  methods.  So 
incomplete  would  have  been  the  list  of  utilities  reporting  that  we  decided  to  omit 
them  all." 

The  report  contains  abstracts  of  cases  decided  and  cases  pending  before  the  Com- 
mission. 

In  the  introduction  to  the  report,  the  Commission  shows  a  desire  to  talk  important 
matters  over  so  that  the  general  public  and  future  legislators  will  have  a  better 
understanding  of  the  powers  and  duties  of  the  Commission.  The  general  prin- 
ciples followed  by  the  Commission  are  explained,  and  the  reasons  are  given  for 
the  Commission's  order  in  particular  cases  in  which  criticism  of  the  Commission 
may  have  arisen  without  cause.  (The  discussion  of  electric  rate  matters  and  of 
valuation  is  abstracted  in  the  first  part  of  this  issue  of  Rate  Research.) 

The  report  also  urges  ujaon  the  public  an  understanding  of  the  great  amount  of 
work  and  heavy  responsibility  placed  upon  the  Commission  so  that  it  will  not  be 
expected  that  everything  can  be  accomplished  in  the  first  year  of  trial.  The  report 
says,  in  part: 

"  Some  newspapers  and  some  individuals  have  lately  been  crying  out  for  this 
Commission  to  'do  something  big'.  A  commission  or  a  person  can  'do  some- 
thing big'  only  when  two  necessary  and  concurring  conditions  exist,  viz:  1st, 
occasion  and  opportunity;  2nd,  ability  resulting  from  study  and  preparation. 

"This  preparedness  can  come  only  as  a  result  of  study,  thought  and  experience; 
and  during  our  first  year  we  have  been  studying,  and,  by  doing  the  smaller 
things  which  have  daily  come  to  us,  preparing  ourselves  to  meet  and  solve 
the  important  jjroblems  which  are  now  at  hand.  No  one  need  anticipate  a 
dearth  of  questions  of  grave  moment  to  be  submitted  to  us  for  answer.  At 
the  present  moment  there  are  pending  before  us  two  cases  involving  rates,  and 
in  determiming  which  the  entire  spare  time  of  the  Commission  and  its  force 
of  assistants  will  be  required  for  months.  Herein  will  be  afforded  the  oppor- 
tunity of  applying  those  scientific  and  legal  principles  which  we  have  been 
absorbing  and  digesting  through  careful,  constant  study  and  various  experi- 
ences in  so-called  minor  matters.  In  the  accomplishments  with  which  this 
Commission  has  to  do  haste  has  no  place.  Care,  caution  and  accuracy  are  the 
watchwords.  State  of  Maine  conditions  and  needs  must  be  studied,  as,  so 
far  as  lawful,  they  must  govern.  What  constitutes  a  proper  financing  method 
must  be  determined  and  then  applied  as  a  rule  and  a  guide.  The  separate  and 
relative  rights  of  each  utility  and  of  the  public  cannot  be  guessed  at,  but  must 
be  accurately  determined.  In  connection  with  any  one  of  a  hundred  of  the 
important  questions  involved  in  a  rate  case  a  small  mistake  projected  between 
diverging  lines  will,  at  the  logical  end  of  its  course,  assume  enormous  proportions 
and  terribly  distort  and  disturb  the  structure  sought  to  be  accurately  com- 
pleted." 
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COMMISSION  DECISIONS 
COLORADO 

300 — Investment  and  Return. 

Citizens  of  La  Junta,  Colorado,  v.  Arkansas  Valley  Railway, 
Light  and  Power  Company,  Complaint  As  To  the  Reasonableness  of 
Electric  Rates.  Decision  of  the  Colorado  Public  Utilities  Com- 
mission, Fixing  Rates.     April  29,  1916. 

The  petition  of  twenty-five  taxpayers  and  consumers  of  electric  current 
of  the  City  of  La  Junta  stated  that  a  majority  of  the  taxpayers  of  the 
City  had  voted  in  favor  of  a  municipal  bond  issue  of  $75,000  for  the 
erection  of  a  municipally  owned  and  operated  electric  plant.  The 
petitioners  questioned  the  feasibility  of  providing  the  municipal  plant, 
but  alleged  that  the  rates  charged  for  electric  service  from  the  Arkansas 
Valley  Railway,  Light  and  Power  Company  are  unreasonable.  The 
Commission  was  asked  to  determine  the  cost  of  erecting  a  municipally 
o^\Tied  plant,  together  with  the  cost  of  service  and  the  reasonable  rates 
which  should  be  charged  the  city  by  its  patrons;  and  also  to  determine 
reasonable  rates  for  service  from  the  Arkansas  Valley  Railway,  Light 
and  PoAver  Company.  The  Commission  ruled  that  the  petition  relating 
to  the  value  and  cost  of  service  of  the  proposed  municipally  owned  plant 
was  irrelevant  and  no  action  was  taken  as  to  these  matters. 

The  Commission  made  an  investigation  to  determine  the  reasonableness 
of  the  rates  charged  by  the  respondent  company. 

The  respondent  company  generates  electrical  energy  at  Pueblo  and 
Canon  City  and  serves  a  territory  in  Colorado  in  three  divisions,  desig- 
nated by  the  company  as  "Mountain  Division",  "Pueblo  Division"  and 
"Valley  Division".  For  the  purpose  of  this  investigation  the  Com- 
mission's engineer  determined  the  rate  per  kilowatt  hour  for  energy 
delivered  to  sub-stations  located  in  the  "Valley  Division",  and  under 
this  method  the  La  Junta  property  was  treated  as  an  individual  operating 
company  purchasing  current  delivered  at  its  sub-station  by  a  trans- 
mission company.  The  fixed  charges  of  the  Pueblo  station  properly 
chargeable  to  the  Valley  Di\dsion  were  determined  on  the  basis  of  the 
relation  of  the  maximum  demand  of  the  Valley  Division  at  the  time  of 

Editorul  Note. — All  indented  matter  is  direct  quotation. 
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the  Stations  peak  to  the  total  maximum  demand.  The  cost  of  energy 
delivered  to  the  Valley  transmission  line,  as  found  by  the  Commission's 
engineer,  is  made  up  of  operating  expenses  in  the  Pueblo  plant,  which 
include  fuel,  labor,  repairs  and  maintenance;  the  portion  of  the  general 
office  expense  properly  chargeable  to  generation;  the  fixed  charges  on 
the  Pueblo  plant,  which  include  taxes,  depreciation  and  interest  on  the 
investment;  and  the  fixed  charges  on,  and  the  cost  of  operation  and 
maintenance  of,  the  Valley  transmission  line.  The  total  cost  of  electric 
energy  delivered  to  the  Valley  transmission  line  as  metered  at  the 
Pueblo  generating  station  was  found  to  be  as  follows: 

Operating  expenses 7619  cent  per  kilowatt-hour  generated. 

Fixed  charges  on  Pueblo  generating  plant.     .5047  cent  per  kilowatt-hour  delivered 

to  Valley  Division. 
Fixed  charges  on  Valley  transmission  line     .  8461  cent  per  kilowatt-hour. 

Total 2. 1127  cents  per  kilowatt-hour. 

From  the  company's  operating  records,  it  appeared  that  the  loss  of 
energy  in  transmission  is  approximately  12  per  cent.  The  Commission, 
therefore,  used  2.4  cents  per  kilowatt-hour  as  the  cost  of  delivering 
3-phase,  60-cycle,  2300  volt  energy  to  the  company's  Valley  sub-station 
under  conditions  prevailing  at  this  time. 

310 — Valuation. 

The  Commission  made  a  valuation  of  the  Company's  properties  in  La 
Junta  and  found  their  present  fair  value  including  intangibles  to  be 
$80,000. 

314 — Overhead  Charges. 

On  the  estimate  of  the  cost  of  buildings,  station  equipment  and  distri- 
bution system,  an  overhead  allowance  of  13  per  cent  was  added,  made  up 
as  follows:  7|  per  cent  for  engineering  and  superintendence,  2  per  cent 
for  legal  and  organization  expense,  1  per  cent  for  insurance  during 
construction,  2\  per  cent  for  omissions  and  contingencies.  To  this 
total,  plus  the  value  of  land,  was  added  3  per  cent  for  interest  during 
construction. 

315 — Intangibles. 

The  present  value  of  the  property  including  $5,000  for  working  capital 
was  placed  at  $72,131.  After  considering  the  fact  that  the  company 
has  an  established  Inisiness  and  allowing  for  all  other  intangibles  the 
Commission  found  the  fair  value  of  the  property  for  rate-making  purposes 
to  be  $80,000. 

352— Expense. 

In  the   Company's  statement  of  expense  was  included   an   item  of 

$1,626.86,  for  ''Municipal  ownership  election  expenses".     The  decision 

says: 

"While  this  is  a  proper  charge  against  the  Respondent  Company — ^^as 
this  company  has  a  right  to  protect  its  property  through  any  legit- 
imate expenditure — and  therefore  should  be  included  in  operating 
expenses,  the  Connnission  is  of  the  opinion  that  the  entire  amount 
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should  not  be  charged  to  the  La  Junta  plant  as  an  operating  expense 
during  the  year  of  June  30,  1914,  to  June  30,  1915,  but  either  should 
be  distributed  over  the  entire  system  of  The  Arkansas  Valley  Railway, 
Light  &  Power  Company,  the  Respondent  Company,  or  spread 
over  a  period  of  years,  if  charged  to  the  La  Junta  property  as  an 
operating  expense.  In  this  case  we  are  of  the  opinion  that  the  same 
should  be  distributed  over  the  entire  system  of  -the  Defendant 
Company,  and,  in  order  so  to  distribute  it,  the  Commission  has 
arrived  at  a  percentage  on  the  consumer  basis  amounting  to  8.08% 
apphcable  to  the  La  Junta  properties,  or  !$130.03." 

720— Rate  Schedules. 

The  Commission  finds  that  the  present  rates  of  the  company  should  be 
reduced.  The  company  charged  for  general  lighting  service  a  block 
meter  rate  of  12  cents  scaled  down  to  4  cents;  and  for  power  service,  8 
cents  scaled  down  to  2  cents.  The  rates  ordered  by  the  Commission 
are  as  follows: 

GENERAL  LIGHTING  SERVICE. 

Available  to  all  consumers  using  the  Company's  standard  service  for  lighting. 

Rate. 

11  cents  per  kilowatt-hour  for  the  first  50  kilowatt-hours  consumed  per  month. 
9  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
8  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 

7  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  consumed  per  month. 
6  cents  per  kilowatt-hour  for  the  next  150  kilowatt-hours  consumed  per  month. 
4  cents  per  kilowatt-hour  for  excess  consumption  during  the  month. 

Prompt  Payment  Discount. 

10%  discount  for  prompt  payment. 

Minimum  Charge. 

•ll.OOnet  per  month. 

RESIDENCE  LIGHTING  SERVICE. 

Available  to  residence  consumers  only. 
Rate. 

11    cents  per  kilowatt-hour  for  the   first  5  kilowatt-hours   consumption  per 
"active"  room  per  month. 

8  cents  per  kilowatt-hour  for  the  next  5  kilowatt-hours  consumption  per 

"active"  room  per  month. 
85  cents  per  kilowatt-hour  for  all  excess  consumption  during  the  month. 

Determination  of  Active  Rooms. 

All  rooms  except  basements,  halls  not  in  general  use,  bath  rooms,  porches  and 
unfinished  attics,  are  to  be  considered  as  "active":  provided,  that  no  in- 
stallation shall  be  considered  as  having  less  than  three  nor  more  than  nine 
active  rooms. 

Prompt  Payment  Discount. 

10%  discount  for  prompt  payment. 

Minimum  Charge. 

•11.00  net  per  month. 
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GENERAL  POWER  SERVICE. 

Available  to  all  consumers  using  the  company's  standard  service  for  power. 

Rate. 

7  cents  per  kilowatt-hour  for  the  first    100  kilowatt-hours  consumed  per  month. 

6  cents  per  kilowatt-hour  for  the  next    200  kilowatt-hours  consumed  per  month. 

5  cents  per  kilowatt-hour  for  the  next    200  kilowatt-hours  consumed  per  month. 

4  cents  per  kilowatt-hour  for  the  next    500  kilowatt-hours  consumed  per  month. 

3  cents  per  kilowatt-hour  for  the  next  1000  kilowatt-hours  consumed  per  month. 
24  cents  per  kilowatt-hour  for  the  next  2000  kilowatt-hours  consumed  per  month. 

2  cents  per  kilowatt-hour  for  all  excess  consumption  during  the  month. 

Prompt  Pasonent  Discount. 

10%  discount  for  prompt  payment. 

Minimum  Charge. 

$1.00  net  per  month  per  horse-power  connected. 

Rates  are;  also  provided  for  municipal  street  lighting,  sign  and  flat  rate  lighting, 
irrigation  and  refrigeration  rate,  and  irrigation  only  rate. 


COLORADO 

300— Investment  and  Return. 

Town  of  Arvada  v.  Arvada  Electric  Company,  Complaint  As  to 
Electric  Rates.  Decision  of  the  Colorado  Public  Utilities  Com- 
mission, Dismissing  the  Complaint.     April  27,  1916. 

The  complaint  alleged  that  the  rates  for  electric  service  in  the  town  of 
Arvada  are  unreasonable.  The  Commission  made  an  investigation  and 
found  that  the  company  is  not  earning  a  fair  return  on  the  value  of  the 
property  as  shown  by  the  report  of  the  Commission's  engineer,  and  the 
complaint  was  dismissed. 

314 — Overhead  Charges. 

In  the  Commission's  valuation  of  the  property  11%  was  added  on  the 
value  of  buildings,  station  equipment,  and  transmission  and  distribution 
system  for  overhead  charges  which  are  made  up  as  follows:  5%  for 
engineering  and  superintendence;  2%  for  legal  and  organization; 
1%  for  insurance  during  construction;  and  3%  for  contingencies  and 
omissions.  To  this  total  was  added  the  value  of  land  and  general 
equipment  and  upon  the  new  total  2  per  cent  was  allowed  for  interest 
during  the  construction  period. 

315.1— Going  Value. 

On  the  estimated  xsdne  of  the  property,  including  working  capital,  10 
per  cent  was  allowed  "to  cover  the  cost  of  developing  the  business  and 
its  'going  value'  ". 

340 — Rate  of  Return. 

While  the  Commission  finds  that  the  company  is  not  earning  a  fair 
return  upon  the  present  fair  value  of  its  property,  the  Commission 
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states  that  it  will  refuse  to  permit  an  increase  in  rates  "for  the  reason 
that  any  mcrease  in  rates  and  charges  ordered  by  the  Commission 
would  result  in  reduced  revenue  to  the  company,  and  would  therefore 
require  the  consumer  to  pay  more  than  the  service  is  actually  worth." 


MARYLAND 

300 — Investment  and  Return. 

Chesapeake  and  Potomac  Telephone  Company  of  Baltimore  City, 
Investigation  of  the  Rates  for  Telephone  Service  in  the  State  of 
Maryland.  Decision  of  the  Maryland  Public  Service  Commission, 
Finding  That  the  Earnings  Under  the  Present  Rates  Are  Not  Excessive. 
IMarch  8,  1916.     (Continued  from  9  Rate  Research  21,  35  and  57). 

315.1— Going  Value. 

In  regard  to  the  company's  third  claim  under  intangibles,  the  Com- 
mission says: 

"These  several  terms — cost  of  establishmg  the  business,  going  value 
and  development  cost — have  been  used  interchangeably  throughout 
this  investigation.  They  are  all  intended  to  express  that  added 
value  which  enures  to  a  plant  as  a  going  concern  over  and  above 
the  sum  of  the  value  of  its  component  parts  viewed  independently 
of  the  whole. 

"To  illustrate  by  reference  to  the  plant  and  property  here  in  question. 
Assume  that  all  the  land  has  been  purchased,  the  buildings  erected, 
the  equipment  in  place,  and  the  exchange  and  toll  lines  completed. 

"It  is  obvious  that  such  a  property,  at  a  moment  of  such  a  sale  as 
we  have  imagined,  would  have  no  estal3lished  business,  no  good  will, 
and  would  in  no  sense  be  a  going  concern  or  have  what  we  refer  to 
as  'going  value.' 

"To  make  it  in  truth  a  'going  concern,'  it  would  be  necessary  to 
organize  and  train  a  force  of  men  and  women  to  operate  and  maintain 
the  plant.  Another  force  would  have  to  be  organized  to  go  out  and 
get  patrons.  Another  force  would  have  to  be  organized  and  main- 
tained to  handle  the  connnercial  end  of  the  business.  All  these 
expendituces  might  properly  be  termed  the  'cost  of  establishing  the 
business.'  They  all  mean  the  expenditure  of  real  money  and  they 
are  all  commonly  recognized  as  necessary  in  building  up  any  business, 
public  or  private.  But  these  expenditures  do  not  cease  with  the 
original  starting  of  the  enterprise.  They  are  continuous  throughout 
its  entire  life.  As  the  business  begins  to  grow,  more  men  and  women 
are  necessary  to  operate  and  maintain  the  plant,  more  men  must  be 
employed  to  go  out  and  get  more  patrons,  more  men  must  be 
employed  to  organize  and  maintain  the  commercial  end  of  the 
business,  and  all  these  expenditures  must  go  on  at  a  constantly 
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increasing  rate,  until  finally  the  business  is  on  a  substantial  and 
successful  basis.  And  even  then  such  expenditures  must  be  continued 
in  order  to  keep  it  on  such  basis.  This,  then  is  what  we  mean  by 
the  terms  'cost  of  establishing  the  business'  or  'development  cost,' 
and  the  value  which  comes  into  the  plant  in  its  entirety,  by  such 
expenditures  is  what  is  usually  meant  when  we  use  the  expression 
'going  value'  or  'going  concern  value.'     .     .     . 

"It  will  be  seen  that  the  claim  of  the  company  on  account  of  going 
value,  may  roughly  be  divided  into  two  fairly  distinct  and  separate 
branches,  first,  a  claim  for  the  actual  cost  of  organization,  securing 
customers  and  building  up  the  business,  and,  second,  a  claim  for  any 
deficiency  in  a  fair  return  suffered  by  the  stockholders  during  the 
period  of  the  company's  early  growth. 

"As  to  the  first,  this  Commission  is  of  the  opinion  that  wherever  it 
is  made  to  appear  by  satisfactory  evidence  that  there  has  been  an 
actual  cash  outlay  for  organization,  securing  customers  and  building 
up  the  business,  and  it  does  not  at  the  same  time  appear  by  equally 
satisfactory  evidence  that  such  outlay  has  been  repaid  the  stockholders 
out  of  current  earnings,  the  latter  are  entitled  to  have  an  allowance 
made  for  such  expenditures  and  added  to  the  value  of  the  physical 
property  to  form  a  basis  for  the  calculation  of  subsequent  earnings, 
the  amount  of  such  allowance  to  be  determined  in  the  sound  judgment 
and  discretion  of  the  Commission  under  all  the  circumstances  of  the 
case. 

"As  to  the  second,  we  feel  that  the  burden  should  properly  be  shifted, 
in  view  of  the  difficulties  in  the  way  of  satisfactorily  attributing 
deficits  to  any  particular  cause  for  which  the  public  should  l)e  held 
responsible.     .     .     . 

"Every  man  of  any  business  experience  at  all  must  realize  that  with 
comparatively  rare  exceptions,  no  great  business  enterprise  can  l^e 
started  and  brought  to  success  without  some  losses  in  its  early  stages. 
In  private  business  these  losses,  in  the  case  of  a  business  which  event- 
ually reaches  success,  are  recouped  from  subsequent  earnings  over 
and  above  the  normal  rate  of  interest  upon  secured  investments. 

"But  in  the  case  of  a  public  service  corporation,  or  an  individual 
engaged  in  the  public  service,  the  situation  is  different.  The  capital 
has  been  invested,  the  business  started,  the  early  losses  incurred, 
and  then,  when  the  proprietor  is  about  to  reap  the  benefit  of  success 
and  recoup  such  losses,  the  State  steps  in  and  tells  him  that  all  he 
can  rightfully  exact  from  the  public  is  a  fair  and  reasonable  return 
upon  his  investment,  the  precise  rate  depending  largely  upon  the 
future,  rather  than  the  past,  hazards  of  the  enterprise. 

"How  then,  is  the  proprietor  of  such  enterprise  going  to  recoup  such 
early  losses?  Obviously  the  answer  is  that  if  the  State  is  going  to 
take  this  position  and  the  proprietor  has  not  previously  recouped 
such  losses,  the  State  should  regard  them  as  one  of  the  incidents 
of  the  cost  of  establishing  the  business  and,  capitalizing  them,  permit 
the  owner  thereafter  to  earn  upon  the  same. 
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"But  it  is  equally  obvious  that  if  it  is  not  positively  known  that  such 
early  losses  were  in  fact  sustained,  or  have  not  subsequently  been 
recouped,  it  would  be  unjust  to  the  public  to  permit  their  capitali- 
zation. Tiikewise,  would  it  be  unjust  to  permit  the  capitalization  of 
such  early  losses  in  the  absence  of  satisfactory  evidence  that  they 
were  a  necessary  incident  of  the  business  and  not  clue  to  improper 
or  unwise  management,  or  to  a  failure  to  charge  the  prices  for  the 
service  which  could  reasonably  have  been  charged. 

"In  this  case,  having  no  evidence  before  us  which  convinces  us  to 
our  satisfaction  that  any  particular  sum  has  been  lost  by  this  partic- 
ular company  under  circumstances  which  would  justify  its  capitali- 
zation, we  do  not  feel  that  we  would  be  justified  in  so  assuming  and 
capitalizing  any  specific  deficits  as  such."     .     .     . 

"We  come,  therefore,  to  an  ascertainment  of  the  costs  of  establishing 
the  business  actually  shown  in  this  case  by  specific  and  definite 
evidence."  .  .  . 
From  the  estimates  submitted  to  the  Commission  to  establish  a  going 
value,  the  Commission  excludes  exhibits  purporting  to  show  deficits 
in  past  earnings,  but  accepts  certain  figures  which  "would  seem  to 
furnish  a  safe  and  reasonable  guide  for  ascertaining  the  cost  of  at  least 
two  items  going  to  make  up  the  cost  of  establishing  the  business  as  it 
exists  today."  The  Commission  refers  to  the  cost  of  organization  and 
development  which  is  estimated,  in  one  instance,  as  2|  per  cent  of  the 
directly  distributed  costs,  plus  an  allowance  for  omissions  and  contin- 
gencies, and  in  another  instance,  as  2|  per  cent  of  the  whole  cost  of 
the  physical  property  including  interest  during  construction  and  working 
capital.  The  Commission  allows  2  per  cent  on  the  total  cost  of  r(^pro- 
duction  new,  that  is,  inclusive  of  overhead  costs,  plus  the  value  of 
materials  and  supplies,  for  the  items  of  organization  and  preliminary 
development.     This  item  amounts  to  $264,000. 

The  Commission  next  takes  up  the  evidence  as  to  the  actual  cost  of 
selling  service,  and  says: 

".  .  .  the  evidence  which  was  adduced  upon  this  point,  demon- 
strated to  otir  reasonable  satisfaction  that  the  actual  cost  of  selling 
service  in  the  past  has  not  averaged  throughout  the  State  less  than 
$5.00  per  station,  this  cost  covering  all  expenses  of  advertising, 
canvassing,  soliciting,  and  the  numerous  other  efforts  which  are 
constantly  being  made  by  the  company  to  increase  its  patron- 
age." 
(It  appeared  that  there  were  88,191  stations  in  service  in  the  State  of 
Maryland  on  June  30,  1914.) 

"Upon  this  basis  we  find  that  the  actual  cost  to  the  company  of 
selling  service  in  the  past  has  been  approximately  $441,000. 
The  Commission,  therefore,  allows  a  total  value  for  intangibles  of 
$705,000  made  up  of  the  above  estimates  of  the  cost  of  organization 
and  development  and  the  cost  of  selling  service.  This  brings  the 
total  value  of  the  depreciated  property  including  working  capital  up 
to  $11,554,758. 
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330 — Capitalization. 

The  depreciated  value  of  the  physical  property  as  estimated  by  the 
Comission  is  compared  with  the  book  values  of  $10,704,336  and  with 
the  capitalization  of  $9,760,000.     The  Commission  says: 

"We  have  already  referred  to  the  fact  that  objection  is  frequently 
made  to  any  consideration  being  given  the  capitalization  of  a  public 
service  corporation,  for  the  reason  either  that  said  capitalization 
may  be  largely  or  in  part  fictitious,  or  that  inasmuch  as  the  market 
value  of  outstanding  stocks  and  bonds  would  be  affected  by  any 
changes  made  by  the  state  in  such  corporation's  schedules  of  rates 
for  service,  it  would  be  illogical  and  but  working  a  circle  to  gauge 
the  fair  value  of  the  property  for  rate  making  upon  the  basis  of 
such  market  value  of  the  company's  stocks  and  bonds. 

"However  fair  such  criticism  might  be  in  the  case  of  some  public 
service  corporations  where  there  was  a  reason  to  suspect  over-capital- 
ization, they  could  hardly  apply  to  a  case  such  as  this,  where  all  the 
evidence  shows  clearly  that  the  $10,000  of  stock  was  paid  for  at  par, 
and  the  $9,750,000  of  notes  were  issued  for  $9,750,000  in  cash,  all 
of  which  went  directly  into  building  up  the  property.     .     .     . 

"And  knowing  as  we  do  that  the  stockholders  of  this  company  have 
freciuently  foregone  dividends  in  the  past  in  order  that  earnings 
might  be  invested  in  additions  to  plant,  it  is  easy  to  see  how  strongly 
the  company's  capitalization  (Corroborates  the  figures  which  we 
found  to  represent  the  reproduction-cost-new-less-depreciation  value 
as  the  result  of  our  minute  and  most  careful  appraisal  of  the  property 
upon  that  basis." 

311.6— Earning  Value. 

The  Commission  also  checks  its  estimate  of  the  value  of  the  property 
with  the  earning  value  under  existing  rates.  The  Commission  holds 
that  there  is  no  objection  to  a  consideration  of  the  earning  value  of  a 
property  if  it  is  not  given  "exclusive  or  undue  weight"  in  reaching  the 
final  conclusion  as  to  fair  value. 

"Unquestionably  if  the  property  of  a  public  utility  has  a  considerable 
earning  capacity  under  existiiig  rates  it  is  of  more  value  to  its  owners 
than  if  it  has  a  very  small  or  no  earning  capacity  whatever  under 
those  rates. 

"To  just  what  extent  such  earning  capacity  may  be  dependent  upon 
causes  which  would  entitle  the  stockholders  to  have  it  considered 
in  their  favor  in  a  rate  making  case,  is  a  question  requiring  the 
exercise  of  sound  and  discriminating  judgment  and  discretion  upon 
the  part  of  the  regulatory  body.  Such  earning  capacity  may  be 
entirely  or  largely  attributable  to  the  fact  that  the  company  enjoys 
an  absolute  monopoly.  It  may  be  attributable  to  advaiitages  of 
location,  or  a  small  earning  capacity  attributable  to  disadvantages 
of  location,  as  the  case  may  be.  Or  it  may  be  attributable  to  excel- 
lent business  management,  or  to  the  fact  that  the  business  has  been 
well   organized   and   thoroughly   established.     If   upon   a  thorough 
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investigation  it  is  found  to  be  attributable  to  certain  of  the  above 
causes,  a  commission  might  well  determine,  in  the  exercise  of  its 
sound  judgment  and  discretion,  based  upon  a  sense  of  fairness  both 
to  the  stockholder  and  the  public,  that  the  former  should  get  the 
benefit  of  the  same  in  the  valuation  of  the  property.  If  to  certain 
other  of  such  causes,  such  for  instance,  as  the  advantage  of  location, 
it  would  seem  equitable  that  it  be  shared  between  the  stockholders 
and  the  public.  If  to  certain  others,  it  would  seem  equitable 
that  the  stockholders  should  not  profit  by  the  same,  but  the  public 
should  have  the  benefit  thereof.  Such  considerations  cannot  be 
weighed  in  a  balance  or  made  a  matter  of  fixed  formulas.  They 
are  essentially  matters  for  the  exercise  of  judgment  and  a  sense  of 
equity. 

'■'On  the  other  hand,  such  earning  capacity  may  be  found,  from 
either  intrinsic  or  extrinsic  evidence,  to  be  attributable  solely  to 
excessive  rates.  In  such  a  case  it  goes  without  saying  that  it  should 
not  be  capitalized  against  the  public. 

"But  it  is  just  as  great  a  mistake  to  say  that  large  earning  capacity 
must  of  necessity  be  the  result  of  excessive  rates,  as  it  is  to  say  that 
small  earning  capacity  is  necessarily  the  result  of  insufficient  or 
unjustly  low  rates." 

The  net  operating  revenues  of  the  telephone  company  for  the  year 
1914,  when  capitalized  at  6  per  cent,  would  indicate  a  property  value 
of  $11,220,664.  The  Commission  finds  in  these  figures  "at  least  a 
measure  of  corroboration  of  its  conclusions  as  to  the  present  value  of 
the  property." 

In  conclusion  the  Commission  allows  $11,554,758  as  the  fair  value  of 

the  property  for  rate  making  purposes. 

(The  holdings  of  the  commission  on  rate  of  return  to  l)e  given  in  next  week's 
issue  of  Rate  Research  will  conclude  the  abstract  of  this  case.) 

ARIZONA 

580 — Terms  and  Conditions. 

Pacific  Gas  and  Electric  Company,  Application  For  Approval  of 
Amended  Rule  Covering  Procedure  in  Case  of  Deliaquency  in  Payment 
of  Customers'  Accounts.  Decision  of  the  Arizona  Corporation 
Commission,  Granting  the  Application.  February  1,  1915.  Third 
Annual  Report,  p.  173-175. 

The  Company  had  in  effect  a  rule  which  provided  for  the  mailing  of  a 
notice  to  a  delinquent  consumer  on  or  about  the  seventeenth  day  of 
the  month  and  a  second  notice  on  or  about  the  twenty-fourth  day  of 
the  month.  If  the  bills  were  not  paid  after  the  second  notice,  the  com- 
pany's collector  attempted  to  give  the  consumer  notice  in  person,  and 
if  bills  remained  unpaid  on  the  twenty-eighth  of  the  month  the  service 
was  disconnected. 

"It  was  stated  by  the  company  that  their  present  rules,     . 
requiring  a  first  and  second  notice  to  delinquent  consumers,  impose 
an  unnecessary  expense  upon  the  company  in  clerical  work,  printing 
and  postage;  that  in  the  end  this  expense  must  necessarily  be  borne 
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by  all  of  the  consumers  of  the  Company;  that  experience  had  demon- 
strated that  very  few  delmquent  consumers  pay  l^etween  the  dates  of 
the  first  and  the  second  notice;  and  that  approximately  the  same 
number  of  second  notices  are  required  to  be  mailed,  under  existing 
rules,  as  of  first  notices." 
The  Commission  says: 

"All  facts  considered,  we  are  of  the  opinion  that  the  expense  incident 
to  a  second  notice  should  not  be  incurred  and  that  the  following 
rules  covering  this  phase  of  the  company's  affairs  are  reasonable. 
It  will  be  noticed  that  slight  changes  are  made  in  the  rule  proposed 
by  the  company,  the  purpose  of  which  is  to  make  it  clear  that  penalty 
shall  not  be  imposed  for  the  non-pajanent  of  merchandise  bills." 

The  rules  are  as  follows: 

"All  bills  for  gas  and  electric  service  unpaid  by  the  18th  of  the  month 
succeeding?:  that  in  which  service  is  rendered,  shall  be  delinquent. 

"Notice  of  delinquency.  The  company  will  mail  a  notice  of  such 
delinquency  to  each  delinquent  consumer  at  his  last  known  address 
on  or  before  the  20th  day  of  each  month. 

"Disconnection.  In  the  event  that  any  delinquent  consumer  to 
whom  notice  has  been  mailed  has  not  paid  such  delinquent  account 
in  full  on  or  before  the  26th  day  of  such  month,  then  the  service  will 
be  disconnected." 

REFERENCES 

RATES 

614 — Heating  and  Cooking. 

Scottish  Plans  for  Electric  Heating.  Commerce  Reports.  April 
22,  1916,  p.  291. 

It  is  stated  that  American  heating  and  cooking  appliances  have  been  sold  in 
Edinburgh,  Scothind,  to  some  extent,  but  that  this  use  of  electricity  has  been 
retarded  by  the  necessity  for  fitting  special  wires  in  consumers'  houses  to  enable 
the  measurement  to  be  kept  separate  from  that  of  lighting,  in  order  to  apply  a 
lower  rate  for  heating  than  for  lighting. 

Several  schemes  have  been  devised  to  enable  a  consumer  to  connect  heaters, 
etc.,  with  his  ordinary  lighting  wires  and  yet  obtain  the  benefit  of  the  cheaper 
rate.  The  electric  lighting  committee  of  the  town  council  (which  has  the  mon- 
opoly of  the  production  and  distribution  of  electricity)  has  had  the  matter  under 
consideration  and  a  method  has  been  adopted  which  it  is  thought  will  prove 
suitable  for  the  conditions  in  Edinburgh. 

523.3 — Number  of  Rooms  Basis. 

The  report  says  that,  und(>r  the  i:)lan  adopted,  "the  consumer  is  to  be  charged  a 
fixed  number  of  units  per  annum  for  lighting,  this  quantity  being  determined  by 
the  size  of  house  and  number  of  lamps  regularly  in  use.  All  consumption  recorded 
by  the  meter  in  excess  of  this  fixed  amount  will  be  charged  at  the  ordinary  heating 
rate,  this  at  present  being  2}  cents  per  unit,  as  compared  with  the  ordinary  lighting 
charge  of  5f  cents  per  unit.  The  scheme  will  come  into  force  at  the  beginning 
of  the  next  financial  year,  May  15,  1916. 

"It  is  expected  that  this  will  lead  to  a  considerable  increase  in  the  use  of  elec- 
tricity for  heating  and  cooking  appliances  among  domestic  consumers.  At  present, 
owing  to  the  high  price  of  coal  and  the  shortage  of  servants,  electricity  with  its 
extreme  convenience  and  absence  of  dirt  and  ashes,  offers  very  great  advantages. 

"This  system  will  apply  only  to  domestic  consumers  and  offices." 
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PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Wisconsin  Railroad  Commission,  Eighth  Annual  Report  for  the 
Year  Endmg  June  30,  1914.     1068  Pages. 

The  report  contains  the  usual  tabulation  of  the  statistics  from  the  annual  reports 
of  the  electric  and  other  public  utilities  and  the  common  carriers  under  the  juris- 
diction of  the  commission,  ^n  account  is  given  of  the  worlc  of  the  Commission's 
staff  in  comiection  with  the  supervision  of  rates  and  accounts,  and  the  inspections 
of  service  under  the  standards  prescribed  by  the  commission. 

226.2 — Extension  of  Service. 

A  large  number  of  informal  cases  before  the  Commission  have  had  to  do  with  the 
establishment  of  fair  and  non-discriminatory  rules  governing  extension  of  service. 

The  report  says: 

"During  the  year  the  Commission  undertook  an  informal  investigation  of  utility 
practices  as  to  extension  of  lines  to  serve  new  consumers,  believing  that  charges 
made  against  consumers  in  comiection  with  the  extension  of  lines  constitute 
a  part  of  the  rate  schedule  as  truly  as  do  the  charges  made  directly  for  the 
product  or  service  of  the  utility.  The  failure  of  any  utility  to  follow  a  miiform 
practice  in  regard  to  extensions  must  necessarily  lead  to  discriminations  as 
objectionable  as  any  arising  from  variations  in  the  methods  of  applj'ing  the 
schedule  of  service  rates." 

340 — Rate  of  Return. 

In  commenting  upon  the  annual  report  data  compiled  for  the  year  1914,  the  Com- 
mission says  that  with  the  single  exception  of  the  electric  industry  there  seems  to 
be  a  tendency  for  the  operating  ratio  to  increase  in  the  case  of  all  utilities.  In  the 
electric  utility,  however,  it  was  found  that  while  there  has  been  both  an  upward 
and  downward  tendency  during  the  period  under  review,  yet  the  operating  ratio 
remains  in  1914  about  the  same  as  in  1910.  In  the  latter  year  the  operating  ratio 
was  65.65  per  cent  while  for  the  year  ending  June  30,  1914,  it  was  65.41  per  cent. 
The  Commission  says  further  that  a  close  analysis  of  the  annual  reports  of  the 
most  important  companies  in  the  state  shows  that  the  decrease  in  the  operating 
ratio  for  electric  utilities  is  due  largely  to  the  fact  that  efficient  methods  of  pro- 
duction have  been  placed  in  operation,  and  that,  in  the  case  of  some  utilities  at 
least,  the  cost  of  production  has  not  only  been  decreased  relatively,  but  absolutely. 

"These  facts  tend  to  show  that  the  burden  upon  the  Commission  is  to  con- 
stantly promote  efficiency  in  the  way  of  granting  a  return  to  utilities  which  will 
induce  them  to  place  in  operation  modern  ai)pliances  as  they  are  put  upon  the 
market.  Not  only  is  this  the  case,  but  every  effort  must  be  made  to  show  to 
the  utilities  the  advantages  and  disadvantages  of  certain  methods  used  in  the 
production  of  the  particular  services  which  they  sell.  If  this  is  not  done, 
then  the  hope  of  future  reductions  in  the  price  of  these  services  will  be  by  that 
much  diminished." 

253 — Commission  Reports  of  Decisions. 

Third  Annual  Report  of  the  Arizona  Corporation  Commission. 
595  pages. 

The  decisions  of  the  Arizona  Commission  in  formal  and  informal  cases,  rendered 
during  the  year  ending  .June  30,  1915,  are  given  in  the  third  annual  report  of  this 
Commission.  Statistics  for  the  companies  under  the  Commission's  jurisdiction 
are  given  for  the  same  period. 
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253 — Commission  Reports  of  Decision. 

Decisions  of  the  Public  Utilities  Commission  of  Colorado.  Volume 
I.     331  pages. 

The  report  contains  the  decisions  of  the  Commission  rendered  during  the  period 
from  December  1,  1914,  to  January  1.  1916.  The  Public  Utilities  Act,  the  rules 
of  practice  and  procedure  adopted  by  the  Commission,  general  orders  and  accident 
reports  are  also  given  in  this  volume. 

The  report  of  the  Colorado  Commission  for  the  period  from  August  11,  1914,  the 
date  or  organization,  to  December  1,  1914,  was  published  with  the  final  report 
of  the  State  Railroad  Commission. 

253 — Commission  Reports  of  Decisions. 

Opinions  and  Orders  of  the  Railroap  Commission  of  California. 
Vol.  7.     949  pages. 

The  report  contains  the  decisions  rendered  by  the  Commission  during  the  period 
from  June  1,  1915,  to  August  31,  1915. 

226.2 — Extension  of  Service. 

Cost  of  Serving  Rural  Customers  at  Kokomo,  Indiana,  by  P.  H. 
Palmer.  Electrical  Review  and  Western  Electrician.  April  29,  1916. 
p.  757. 

The  Indiana  Railways  and  Light  Company  of  Kokomo,  Indiana,  has  13.11  miles 
of  line  serving  rural  customers  only.  The  cost  of  furnishing  service  to  rural  com- 
mimities  is  discussed  in  this  article,  using  data  from  the  line  at  Kokomo.  The 
average  cost  per  mile  of  this  strictly  rural  line  with  transformers  and- service 
wires  is  $340,  and  the  average  number  of  customers  per  mile  is  3.97,  making  an 
average  cost  per  customer  of  $85.64,  not  including  superintendence  and  intangible 
costs.  Making  a  15  per  cent  addition  for  these  costs  brings  the  investment  per 
customer  to  $98.49,  as  compared  with  a  cost  in  residence  districts  in  towns  served 
by  the  same  company  of  about  $48  per  customer,  including  25  per  cent  to  cover 
superintendence  and  tangible  costs.  A  lower  figure  was  used  for  the  intangible 
costs  in  the  rural  district  on  account  of  the  financing  mostly  being  taken  care  of 
by  the  farmer,  who  advances  $300  per  mile  for  current  to  be  supplied.  This 
makes  an  investment  of  $50.49  for  the  rural  customer  in  excess  of  that  required 
for  the  urban  residence  customer.  Interest  on  the  investment  at  8  per  cent  and 
depreciation  at  2  per  cent  add  a  cost  of  $5.05  per  mile  per  customer;  and  main- 
tenance, including  all  pole  renewals,  adds  $3.00.  The  cost  of  meter  reading  is  .50 
cents  per  customer  per  year  greater  in  the  country  than  in  town,  although  meters 
are  read  only  every  three  months. 

About  two  one-kilowatt  transformers  are  required  on  the  average  for  every 
three  rural  customers.  The  core  loss  in  the  transformers  at  the  average  central 
station  cost,  amounts  to  approximately  60  cents  per  customer  per  year  in  excess 
of  the  urban  customer.  This  brings  the  total  cost  of  serving  a  rural  customer  to 
$8.65  per  year  over  and  above  that  of  supplying  the  town  customer  with  the  same 
class  of  service. 

Assuming  40  per  cent  of  operating  revenue  as  operating  costs  would  mean  a 
necessary  increase  in  business  of  $14.42  per  year  on  the  rural  customer  as  com- 
pared with  urban  customers.  However,  the  company's  average  annual  receipts 
per  urban  residence  customer  was  $18.40  for  the  year  1915,  while  that  of  the  rural 
customer  was  $18.30.  These  results  were  obtained  in  the  territory  most  favorable 
to  the  development  of  rural  business.  The  writer  states  that  it  will  undoubtedly 
take  time;  but  that  the  serving  of  rural  customers  will  eventually  develop  into  a 
paying  business. 
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222 — Accounts. 

Accounting  for  Betterments  and  Replacements,  by  H.  N.  Bal- 
four.    Electric  Railway  Journal,  April  22,  1916.  p.  770. 

The  need  of  more  accurate  reporting  and  more  consistent  classification  of  expendi- 
tures for  betterments  and  replacements  while  the  work  is  under  way  is  emphasized 
in  this  article.  In  accounting  for  money  spent  for  new  and  reconstructive  work, 
the  accovmting  official  must  rely  upon  the  men  overseeing  the  work  for  correct 
reports,  and  it  is  important  that  the  divisional  reports,  recording  the  distribution 
of  the  value  of  the  material  issued  during  the  month,  distril^ution  of  the  value  of 
labor  and  many  other  statements  and  bills  covering  the  outlay  of  money,  receive 
very  careful  study  on  the  part  of  the  men  in  charge  so  that  the  final  advice  to  the 
comptroller  is  an  exact  representation  of  just  what  happened.  If  the  classifica- 
tion of  expenditures  is  reported  incorrectly  for  the  cost  sheet  record,  it  becomes  a 
verA'  difficult  and  imcertain  problem  to  make  an  absolutely  correct  classification 
of  expenses  after  the  completion  of  the  work  when  the  final  inspection  of  cost 
sheets  is  made  by  the  comi:)troller  and  the  engineer.  There  should  be  close  co- 
operation between  the  accounting,  engineering,  and  auditing  departments  in  work- 
ing out  the  classification  of  expenditures  strictly  in  accord  with  the  actual  work 
done. 


MUNICIPALITIES 

831— Purchase  by  Municipality. 

Application  of  the  City  of  Los  Angeles,  Askina;  That  the  California 
Railroad  Commission  Fix  The  Compensation  To  Be  Paid  the  South- 
ern California  Edison  Company  For  Its  Electric  Distributing  System 
in  the  City.     Brief  for  the  Company.     489  pages. 

The  brief  for  the  company  was  filed  in  the  case  pending  before  the  California 
Railroad  Commission,  in  which  the  city  of  Los  Angeles  asks  that  the  Commission 
determine  the  compensation  to  be  paid  the  Southern  California  Edison  Cornpany 
for  the  taking  over  by  the  city  of  the  Company's  property  within  the  city  limits. 

The  brief  points  out  that  the  action  contemplated  by  the  city  is  more  than  a 
taking  over  of  its  physical  property,  in  that  the  city  also  takes  over  the  company's 
right  to  do  business  in  the  city,  and  takes  over  a  "ready-made  business" — the 
business  which  the  company  has  gradually  built  up  by  the  expenditure  of  labor 
and  money  over  a  period  of  years.  The  city  has  estimated  the  amount  of  com- 
pensation at  not  over  $400,000,  the  brief  says,  "for  the  disintegration  and  sever- 
ance of  a  system  built  at  an  ex-pense  of,  approximately,  .$25,000,000".  The  most 
important  consideration  is  that  of  the  effect  of  severance  upon  the  company's 
investment  in  the  balance  of  the  property.  An  inter-connected  single  unified 
system  to  serve  all  of  the  southern  California  territory  has  been  built  up  with  Los 
Angeles  as  the  heart.  Rates  have  been  established  throughout  the  territory 
taking  into  consideration  the  economies  of  management  and  increased  efficiency  of 
service  made  possible  by  the  operation  of  the  entire  system  as  a  single  unit.  It  is 
pointed  out  in  the  brief  that  loads  carried  in  the  city  have  their  maximum  demand 
in  the  winter  time,  and  are  at  a  minimum  during  the  summer.  The  reverse  is  true 
in  the  outlying  districts,  and  the  two  halves  of  the  company's  business  fit  together 
in  such  a  way  that  the  generating  system  carriers  a  remarkably  constant  load 
throughout  the  entire  year.  There  is  also  a  daily  diversity  in  that  a  large  part 
of  the  city  business  comes  in  the  evening  hours  while  a  large  part  of  the  business 
in  the  country  districts  comes  in  the  daylight  hours.  The  company's  entire 
generating  and  transmission  system  has  been  laid  out  to  serve  conditions  as  they 
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exist.  A  system  built  to  serve  the  outlying  districts  only  would  have  been  planned 
very  differently.  Moreover,  much  of  the  business  in  such  districts  could  not  have 
been  secured  at  rates  remunerative  to  a  company  serving  only  in  outlying  districts 
and  cannot  be  served  with  profit  by  the  Southern  California  Edison  Company  if  it 
is  deprived  of  its  business  in  Los  Angeles.  For  several  years  following  the  sever- 
ance of  the  Los  Angeles  property  and  business,  the  company  would  be  left  with 
considerable  investment  in  idle  equipment.  These  and  many  other  disadvantages 
to  the  company  are  pointed  out,  and  compilations  and  charts  are  introduced  in  an 
attempt  to  compute  as  accurately  as  possible  the  amount  of  severance  damage 
to  which  the  company  would  be  entitled.  Two  detailed  and  exhaustive  com- 
putations are  presented,  based  upon  methods  outlined  by  Mr.  Samuel  InsuU  of 
Chicago,  and  Air.  Charles  L.  Edgar  of  Boston.  It  is  estimated  that  if  the  city's 
contentions  were  conceded,  the  company  would  be  in  default  on  its  bond  interest, 
let  alone  any  dividends  for  its  stockholders. 


COURT  DECISION  REFERENCES 

112.5— Ordinance  Rates. 

Public  Service  Electric  Company  v.  Board  of  Public  Utility 
Commissioners  et  al.  Decision  of  the  Court  of  Errors  and  Appeals 
of  New  Jersey.     March  6,  1916.  96  Atlantic  1013. 

The  Court  affirms  the  decision  of  the  New  Jersey  Supreme  Court  (reported  in 
7  Rate  Research  90),  which  set  aside  the  order  of  the  Commission  in  the  case, 
City  of  Plainfield  v.  Public  Service  Electric  Companj^,  April  1,  1914  (reported 
in  5  Rate  Research  355). 

The  Company  entered  into  a  contract  with  the  City  to  furnish  all  energy  for 
mmiicipal  lighting  purposes  free  of  charge,  in  consideration  of  the  City's  granting 
the  Company  the  right  to  erect  and  maintain  a  distribution  system  in  the  streets. 
Subsequent  "to  the  passage  of  the  Public  Utilities  Act,  the  Company  notified  the 
City  that  it  could  not  lawfully  continue  the  free  lighting  service.  Complaint 
on  behalf  of  the  City  was  made  to  the  Commission  and  the  Commission  rendered 
a  decision  requiring  the  Company  to  comply  with  the  terms  of  the  contract. 

The  court  holds  that,  when  the  Board  of  Public  Utility  Commissioners  assumed 
by  order  to  direct  the  Company  to  perform  the  duties  imposed  upon  it  by  the 
agreement,  and  to  furnish  free  of  charge  to  the  City  of  Plainfield  such  service  as 
the  agreement  provided  for.  the  Board  went  beyond  the  powers  conferred  upon 
it  by  the  act  creating  it  and  prescribing  its  powers,  and  in  effect  ordered  the 
specific  performance  of  a  contract,  an  ecjuitable  power  exclusively  inhering  in 
the  Court  of  Chancery  (Pom.  Eq.  Jur.  [3rd  Ed.]  Section  138),  and  which  is  part 
of  the  jurisdiction  confirmed  and  guaranteed  to  it  by  the  Constitution  of  1844. 

In  regard  to  the  effect  of  the  passage  of  the  Public  Utilities  Act  upon  the  validity 
of  the  contract  between  the  City  and  the  Company,  the  court  says: 

"The  language  of  the  statute  against  unjust  discrimination  and  unreasonable 
preference  is  that  they  'shall'  not  be  made  or  given,  and  there  is  no  language 
indicative  of  an  intent  on  the  part  of  the  Legislature  to  make  provision  that 
contracts  already  in  existence  shall  come  under  the  ban  of  this  prohibition.  .  .  . 

"It  is  perfectly  clear  that  the  statute  is  without  retroactive  effect,  and  that 
it  cannot  operate  upon  the  contract  of  1898,  which,  concededly,  was  lawful 
when  made.  There  is  therefore  no  question  in  the  case  as  to  the  state's 
power  to  impair  or  abrogate  a  contract  to  which  a  municipality  or  the  public 
are  parties." 
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CONVENTION    OF   THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

CHICAGO,  MAY  22  26 


The  Thirtv-ninth  Convention  of  the  Association  is  to  be  held  at 
Chicago,  May  22-26. 

The  tentative  program  of  the  Convention  is  given  in  the  N.  E.  L.  A. 
Bulletin  for  April,  pp.  271-274  ;  Electrical  Review  and  Western  Elec- 
trician, April  29,  1916,  pp.  755-756  ;  and  Electrical  World,  April  22, 
1916,  pp.  916-917,  May  6,  1916,  p.  1033. 


RATES 

PHILADELPHIA,  PENNSYLVANIA 

720— Rate  Schedules. 

The  Philadelphia  Electric  Company,  Philadelphia,  Pennsylvania. 
(Pop.  1,. 549,008.)  Schedule  of  Rates  For  Electric  Service,  Effective 
April  1,  1916. 

The  new  schedule  of  rates  which  was  submitted  to  the  Pennsylvania 
Public  Service  Commission,  in  accordance  with  the  compromise  agree- 
ment reached  early  in  March,  was  approved  by  the  Commission  and 
was  made  effective  as  of  April  1,  1916. 

The  investigation  of  electric  rates  in  Philadelphia  was  undertaken  by 
the  Commission  upon  complaint  of  Morris  L.  Cooke.  A  compromise 
agreement  between  the  attorneys  for  the  city  and  the  attorneys  for 


Editorial  Note. — All  indented  matter  is  direct  quotation. 
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the  company  was  effected  at  the  final  hearing  before  the  Commission, 
whereby  the  company  ag;re.ecl  to  a  reduction  of  $1,000,000  in  the  cost  of 
its  service  to  the  municipaUty  and  other  customers.  It  is  estimated 
that  the  rates  put  into  effect  following  this  agreement  will  result  in 
a  saving  to  consumers  of  $1,050,000,  so  proportioned  that  the  greatest 
saving  will  inure  to  the  small  and  average  users  of  commercial  light 
and  power  and  residence  light  and  power,  particularly  the  customers 
in  the  residence  class  who  are  now  paying  less  than  $10.00  per  month. 

The  principal  changes  in  rates  are,  briefly  stated,  as  follows:  The 
base  rate  of  12  cents  for  light  and  10  cents  for  power  in  the  direct 
current  district,  and  10  cents  for  light  and  10  cents  for  power  in  the 
alternating  current  district  have  been  reduced  to  9  cents  for  light  and 
Sh  cents  for  power  in  both  alternating  and  direct  current  districts. 

The  new  rates  a're  as  follows : 

RESIDENCE  SERVICE. 

Available  to  any  customer  using  the  company's  standard  service  for  residence 
purposes  only. 

Rate. 

9  cents  per  kilowatt  hour  for  the  first  12  kilowatt  hours  used  per  month. 
7  cents  per  kilowatt  hour  for  the  next  75  kilowatt  hours  used  per  month. 
5  cents  per  kilowatt  hour  for  all  excess  used  per  month. 

Minimum  Charge. 

75  cents  per  month. 

Prompt  Payment  Discount. 

On  bills  not  paid  within  ten  days  of  presentation  one  cent  per  kilowatt  hour 
will  be  added  to  all  current  billed  under  the  second  and  third  blocks. 

Lamp  Service. 

All  lamps  of  standard  renewable  ty^ie  originally  installed  under  this  contract, 
if  furnished  by  the  Company  and  used  exclusively  on  its  lighting  circuits,  will, 
imless  otherwise  stipulated,  be  exchanged  free  of  charge  at  the  offices  of  the 
Company  if  the  filaments  only  are  broken  in  service  or  the  lamps  are  otherwise 
defective  (the  glass  remaining  intact).  All  other  lamps  furnished  by  the 
Company  and  used  exclusively  on  its  lighting  circuits,  will  be  likewise  ex- 
changed at  a  special  renewal  price.  All  lamps  furnished  by  the  Company  and 
all  lamps  exchanged  by  it  free  of  charge  or  at  special  renewal  price  under  this 
contract,  shall  be  and  remain  the  property  of  the  Company,  and  may  be  re- 
moved by  it  when  the  service  is  discontinued  for  any  reason. 

Term  of  Contract. 

The  use  of  current  unless  otherwise  stated,  shall  not  be  for  a  shorter  term  than 
one  year  commencing  when  the  company  begins  to  supply  electricity  hereunder, 
and  thereafter  from  term  to  term  until  terminated  by  either  party  giving  to 
the  other  thirty  days'  written  notice. 

Terms  and  Conditions. 

The  use  of  small  portable  household  appliances  is  permitted  under  this  con- 
tract. 

Electricity  will  not  be  furnished  under  this  rate  for  motors  aggregating  more 
than  one-half  horse-power, 'or  for  welding  machines,   wireless  apparatus  or 
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other  power  apparatus,  the  operation  of  which  may  interfere  with  voltage 
regiUation,  due  to  frequent  fluctuations  in  the  magnitude  of  the  current  re- 
quired. 

RETAIL  LIGHTING  SERVICE. 

Available  for  any  Customer  using  the  Company's  standard  service  for  commercial 
lighting  purposes. 

Rate. 

9    cents  per  kilowatt  hour,  for  electricity  used  equivalent  to  or  less  than  the 
first  60  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

6    cents  per  kilowatt  hour  for  electricity  used  equivalent  to  or  less  than  the 
next  60  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

3h  cents  per  kilowatt  hour  for  all  electricity  used  per  month  in  excess  of  120 
hours'  use  of  the  maximum  demand  in  the  month. 

Determination  of  Maximum  Demand. 

The  assessed  maximum  demand  shall  be  equal  to  70  per  cent  of  the  installed 
load  in  kilowatts. 

Any  customer  with  an  installed  load  of  1..5  kilowatt  or  over,  may,  by  paying 
a  maintenance  charge  of  75  cents  per  month,  for  12  consecutive  months,  and 
thereafter  as  long  as  he  receives  current  under  this  provision,  have  installed 
a  maximum  demand  meter  to  register  the  demand,  each  month,  in  lieu  of  the 
percentage  rating  given  above. 

Prompt  Payment  Discount. 

On  bills  not  paid  within  ten  days  of  presentation  one  cent  per  kilowatt  hour 
will  be  added  to  all  current  billed  under  the  second  and  third  blocks. 

Minimum  Charge. 

One  dollar  per  month. 

Term  of  Contract. 

The  use  of  current,  unless  otherwise  stated,  shall  no  t  be  for  a  shorter  term 
than  one  year  commencing  when  the  company  begins  to  suj  ply  electricity 
hereunder  and  thereafter  from  term  to  terni;  until  terminated  by  either  party 
giving  to  the  other  30  days'  written  notice. 

RETAIL  POWER  SERVICE. 

Available  for  any  customer  using  the  company's  standard  service  for  power. 
"Power"  is  defined  as  electric  service  used  for  any  purpose  other  than  lighting. 

Rate. 

8h  cents  per  kilowatt  hour  for  electricity  used  equivalent  to  or  less  than  the 
first  60  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

5^  cents  per  kilowatt  hour  for  electricit}'  used  equivalent  to  or  less  than  the 
next  60  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

3    cents  per  kilowatt  hour  for  all  electricity  used  per  month  in  excess  of  120 
hours'  use  of  the  maximum  demand  in  the  month. 

Determination  of  Maximum  Demand. 

The  assessed  maximum  demand  shall  be  equal  to  a  percentage  of  the  installed 
load  in  kilowatts,  such  percentage  varying  according  to  the  following  schedule: 

85  per  cent  for  installations  under  10  horse  power,  where  only  one  motor  is  used. 

75  per  cent  for  installations  under  10  horse  power,  where  more  than  one  motor 
is  used. 

65  per  cent  for  installations  from  10  to  50  horse  power,  both  inclusive,  irre- 
spective of  the  number  of  motors  used. 
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55  per  cent  for  installations  over  50  horse  power,  irrespective  of  the  number 
of  motors  used. 

Any  customer  with  an  installed  load  of  three  horse  power  or  over,  of  direct 
current  apparatus;  or  of  ten  horse  power  or  over,  of  alternating  current  ap- 
paratus; may,  by  paying  a  maintenance  charge  of  75  cents  per  month,  for  12 
consecutive  months,  and  thereafter  as  long  as  he  receives  current  under  this 
provision,  have  installed  a  maximum  demand  meter  to  register  the  demand, 
each  month,  in  lieu  of  the  percentage  rating  given  above. 

Prompt  Payment  Discount. 

On  bills  not  paid  within  ten  days  of  presentation  one  cent  per  kilowatt  hour 
will  be  added  to  all  current  billed  under  the  second  and  third  blocks. 

Minimum  Charge. 

50  cents  each  month  per  horse  power  installed,  subject  to  a  monthly  minimum 
charge  of  $1.00. 

Term  of  Contract. 

The  use  of  current,  unless  otherwise  stated,  shall  not  be  for  a  shorter  term 
than  one  year  commencing  when  the  company  begins  to  supply  electricity 
hereunder,  and  thereafter  from  term  to  term  until  terminated  by  either  party 
giving  to  the  other  30  days'  written  notice. 

WHOLESALE  LIGHT  AND  POWER  SERVICE. 

Available  for  any  customer  using  the  company's  standard  service. 

Rate. 

9  cents  per  kilowatt  hour  for  the  first      250  kilowatt  hours  consumed  per 

month. 
71         cents  per  kilowatt  hour  for  the  next      750  kilowatt  hours  consumed  per 

month. 
6§  cents  per  kilowatt  hour  for  the  next    1000  kilowatt  hours  consumed  per 

month . 
5\         cents  per  kilowatt  hoiu-  for  the  next    1500  kilowatt  hours  consumed  per 

month. 
4?         cents  per  kilowatt  hour  for  the  next    2750  kilowatt  hours  consumed  per 

month. 
4r6        cents  per  kilowatt  hour  for  the  next    5000  kilowatt  hours  consumed  per 

month. 
4  cents  per  kilowatt  hour  for  the  next  13750  kilowatt  hours  consumed  per 

month. 
S\         cents  per  kilowatt  hour  for  the  next  25000  kilowatt  hours  consumed  per 

month. 
2|         cents  per  kilowatt  hour  for  the  next  35000  kilowatt  hours  consumed  per 

month. 
2  cents  per  kilowatt  hour  for  all  excess  consumed  per  month. 

Subject  to  a  deduction  of  |  cent  per  kilowatt  hour  for  the  kilowatt  hours  used 
in  the  month  for  power  purposes. 

Minimum  Charge. 

$50.00  per  month. 

Term  of  Contract. 

The  use  of  current,  unless  otherwise  stated,  shall  not  be  for  a  shorter  term 
than  3  years  commencing  when  the  company  begins  to  supply  electricity  here- 
under, and  thereafter  from  term  to  term,  until  terminated  by  either  party 
giving  to  the  other  60  days'  written  notice. 


9         Rate     Research  87 


WHOLESALE  POWER  SERVICE. 

Available  for  any  customer  using  the  compan3''s  standard  service  for  power,  and 
associated  lighting  requirements. 

Rate. 

Demand  Charge. 

$2.75  per  month  per  kilowatt  for  the  first  50  kilowatts  of  the  maximum  demand 
in  the  month. 

$2.50  per  month  per  kilowatt  for  the  excess  of  the  maximum  demand  over  50 
kilowatts,  plus  an 

Energy  Charge  of 

5     cents  per  kilowatt  hour  for  the  first    1000  kilowatt  hours  consumed  per  mo. 

3     cents  per  kilowatt  hour  for  the  next    4000  kilowatt  hours  consumed  per  mo. 

1.2  cent    per  kilowatt  hour  for  the  next  25000  kilowatt  hours  consumed  per  mo. 

1     cent    per  kilowatt  hour  for  all  excess  consumed  per  month. 

For  all  current  used  for  lighting  purposes  5  cent  per  kilowatt  hour  additional 
to  the  charges  mentioned  above. 

Determination  of  Maximum  Demand. 

The  demand  for  the  month  will  Ije  determined  by  an  instrument  or  instruments 
installed  by  the  company,  which  will  measure  the  greatest  load  used  during  the 
month,  and  which  will  require  approximately  30  minutes  to  show  full  value. 

Provided  that  in  case  of  hoists,  elevators,  welding  machines,  electric  furnaces 
and  other  installations  where  the  use  of  electricity  is  intermittent  or  subject 
to  violent  fluctuation,  the  company  reserves  the  right  to  require  the  customer 
to  provide  at  his  own  expense  suitable  equipment  to  reasonably  limit  such 
intermittence  or  fluctuation,  and  will  base  the  customer's  maximum  demand 
upon  a  five  minute  instead  of  approximately  a  thirty  minute  basis  and  provided, 
further,  that  the  company  reserves  the  right  to  test  and  determine  once  during 
each  six  months  of  the  life  of  this  contract,  at  the  point  where  the  electricity 
is  metered,  the  power  factor  of  the  Customer's  load,  and  if  the  power  factor 
(which  shall  l^e  the  average  power  factor  under  normal  operating  conditions) 
is  found  to  be  less  than  eighty  per  cent,  then  the  maximum  demand,  determined 
as  aforesaid  for  the  month  in  which  such  test  is  made  and  for  each  succeeding 
month  until  changed  by  another  such  test,  shall  be  increased  for  billing  pur- 
poses in  accordance  with  the  following  formula: 

80 

Billing  Demand  =  maximum  demand  in  kilowatts  X 

average  per  cent,  power  factor. 

Minimum  Charge. 

For  each  month  during  the  term  of  this  contract,  or  any  extension  thereof,  the 
amount  of  electrical  energy  which  the  company  shall  stand  ready  to  supply  and 
shall  supply,  and  for  which  customer  shall  be  obligated  to  pay,  shall  be  not  less 
than  25  kilowatts. 

Term  of  Contract. 

The  use  of  current,  unless  otherwise  stated,  shall  not  be  for  a  shorter  term 
than  3  years  commencing  when  the  company  begins  to  supply  electricity  here- 
under, and  thereafter  from  term  to  term,  until  terminated  by  either  party 
giving  to  the  other  60  days'  written  notice. 

OTHER  SCHEDULES. 

Other  rate  schedules  are  provided  as  follows:  Power  Service,  11  to  100  Horse 
Power;  \yholesale  Power  Service,  100  Horse  Power  and  Over;  High  Load  Factor, 
Power  Service;  Auto  Charging  Service;  Wholesale  Electric  Sign  Service;  Com- 
mercial Series  Arc  Service;  Suburban  Railway  Service;  Railroad  Service. 
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COMMISSION  DECISIONS 

MARYLAND 

300 — Investment  and  Return. 

Chesapeake  and  Potomac  Telephone  Company  of  Baltimore  City, 
Investigation  of  the  Rates  for  Telephone  Service  in  the  State  of 
Maryland.  Decision  of  the  Maryland  Public  Service  Commission, 
Finding  That  the  Earnings  Under  the  Present  Rates  Are  Not  Excessive. 
March  8,  1916.     (Continued  from  9  Rate  Research  21,  35,  57  and  71). 

340 — Rate  of  Return, 

The  present  earnings  of  the  company  appear  to  be  not  over  six  per 
cent,  and  are  not  found  to  justify  a  general  reduction  in  rates.  Adjust- 
ments of  rates  in  individual  instances  may  from  time  to  time  be  made 
informally,  based  on  the  findings  in  this  decision. 

The  Commission  s;ets  forth  its  views  as  to  the  maximum  returns  which 
the  company  should  be  permitted  to  earn  under  more  favorable  circum- 
stances, "in  order  that  both  the  company  and  the  public  may  know 
what  they  may  have  to  expect  in  the  future." 

The  Commission  says: 

"Our  quotations  from  the  opinion  of  Mr.  Justice  Harlan  in  the 
case  of  Smyth  vs.  Ames,  are  sufficient  authority  for  the  general 
proposition  that  the  stockholders  of  a  public  utility  are  not  entitled 
as  a  matter  of  right,  and  regardless  of  all  other  circumstances  and 
conditions  to  any  fixed  or  specific  rate  of  return  upon  their  invest- 
ment in  the  public  service,  but  that,  having  elected  to  serve  the 
public,  the  utility  must  render  such  service  at  reasonable  rates, 
even  though  in  so  doing  the  stockholders  may  be  deprived  of  any 
dividends  whatever  upon  their  holdings  in  the  capital  stock  of  the 
utility,  the  Court  holding  that  such  a  condition  would  be  a  mis- 
fortune for  the  stockholders,  but  one  which  the  Constitution  does 
not  require  to  be  remedied  by  imposing  unjust  burdens  upon  the 
public. 
"This,  however,  is  but  one  side  of  what  is  in  fact  a  triangular  problem. 

"Another  side  of  the  problem  is  that  the  State  cannot  lawfully 
require  a  public  utility,  w^hen  charging  only  such  rates  for  service 
as  are  just  to  the  public,  to  submit  to  such  further  reduction  of  rates 
as  will  prevent  it  from  keeping  its  property  in  proper  repair,  and 
from  earning  any  dividends  whatever  for  stockholders;  and  that 
consequently  rates  for  service  established  by  the  states  must  be 
such  as  are  just  both  to  the  utility  and  the  public  under  the  circum- 
stances of  each  particular  case. 

"The  third  side  of  the  problem  relates  to  the  broad  question  of  public 
policy  involved  in  the  making'of  rates.     By  virtue  of  the  fact  that 
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this  company  has  a  practical  monopoly  of  the  telephone  service  in 
this  state,  and  the  general  public  is  wholly  dependent  upon  it  for 
such  service,  such  general  public  is  directly  interested  in  the  ability 
of  such  company  at  all  times  to  render  adequate  service,  and  secure 
funds  with  which  to  make  such  improvements  and  extensions  to  its 
service  as  public  convenience  and  necessity  may  require. 

"In  determining  the  maximum  rate  of  return  which  a  public  service 
corporation,  or  individual  engaged  in  a  public  service  should  be 
permitted  to  earn  upon  its  or  his  investment,  there  are  many  things 
to  be  considered. 

"In  the  first  place  due  consideration  should  be  given  the  legal  rate 
of  interest  in  the  State  in  which  such  service  is  rendered,  as  well  as 
the  current  market  rates  for  money,  and  the  customary  rates  obtain- 
able on  investments  in  similar  business  enterprises.  On  the  one 
hand  it  would  not  be  reasonable  or  fair  to  recjuire  a  person  whose 
money  was  invested  in  the  stock  of  a  public  service  corporation  to 
take  a  lower  rate  of  return  than  he  could  obtain  upon  the  same  in 
other  ordinary  lines  of  invei^tment.  And  on  the  other  hand  it  would 
not  be  wise  for  the  state  to  place  such  a  limitation  upon  investments 
in  property  used  in  the  public  service  for  the  reason  that  if  it  did  so, 
no  one  would  invest  in  such  enterprises  and  the  public  would  be 
deprived  of  the  benefits  thereof. 

"For  much  the  same  reasons  the  character  of  the  business  conducted 
by  the  utility  should  be  considered,  more  particularly  w4th  regard 
to  the  question  of  the  risks  involved  therein.  For  no  sensible  man 
will  invest  his  money  in  a  hazardous  enterprise  unless  assured  of 
some  extra  compensation  in  consideration  of  the  chance  he  takes  in 
so  doing.  This  hazard  varies  greatly  with  the  different  kinds  of 
enterprises." 

The  Commission  outlines  the  many  radical  changes  which  have  been 
made  in  telephone  equipment  and  telephone  service  in  recent  years, 
and  says: 

"All  these  things  mean  risk,  hazard.  Some  of  them  may  mean 
tremendous  losses  in  capital  investment.  Others  may  mean  simply 
deferred  dividends.  But  they  are  all  to  be  considered  in  determining 
the  i^ir  rate  of  return  to  which  the  person  who  has  his  money  in- 
vested in  the  stock  of  a  telophone  company  is  justly  entitled. 

"And  finally,  the  general  effect  of  the  rate  of  return  upon  the  public 
at  large  must  be  considered.  It  may  indeed  well  be  that  a  rate  of 
return  limited  to,  we  will  say,  six  per  cent  upon  the  investment 
would  not  result  in  a  confiscation  of  the  property  of  the  utility,  but 
if  the  result  of  confining  earnings  to  such  rate  would  be  to  discourage 
enterprise  on  the  part  of  the  owners,  or  to  make  it  impossible  for 
them  to. go  out  into  the  market  and  secure  funds  with  which  to  make 
necessary  improvements  and  extensions,  the  general  public  would  be 
the  first  to  suffer  by  the  fixing  of  six  per  cent  as  the  maximum  re- 
turn to  which  such  owners  were  entitled  upon  their  investment"    .    .   . 
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The  Commission  finds  that  a  return  of  8  per  cent  is  reasonable  and 
states  "so  long  as  the  Company's  earnings,  taken  as  a  whole,  do  not 
yield  a  return  upon  the  fair  value  of  its  entire  property  in  this  state  in 
excess  of  eight  per  cent,  said  schedules  as  a  whole  will  not  be  reduced." 


NEW  JERSEY. 

580 — Terms  and  Conditions. 

Stein  et  al.  v.  Consolidated  Gas  Company  of  New  Jersey.  Com- 
plaint As  to  Alleged  Unreasonable  Charges  For  Establishing  Under- 
ground Electric  Connections.  Decision  of  the  New  Jersey  Board 
OF  Public  Utility  Commissioners,  Determining  What  Portion  of 
the  Charges  Are  to  be  Borne  by  the  Company.     April  5,  1916. 

In  accordance  with  an  ordinance  of  Long  Branch,  the  respondent 
company  has  changed  from  overhead  to  underground  distribution  lines 
on  certain  streets.  The  main  line  conduits  and  manholes  have  been 
installed,  but  no  agreement  could  be  reached  between  the  company 
and  certain  of  the  customers  as  to  the  method  of  dividing  the  cost  of 
installing  the  underground  connections.  Under  the  rules  adopted  by 
the  company,  the  customer  is  required  to  pay  the  entire  cost  of  the 
conduit  and  cable  from  the  curb  line  into  the  building;  the  cost  of  the 
cable  terminal  inside  the  customer's  premises;  and  the  cost  of  the  main 
line  switch  and  cutout  with  its  enclosing  iron  box.  The  complainants 
alleged  that  these  terms  are  unreasonable,  particularly  in  view  of  the 
fact  that  the  change  from  overhead  to  underground  service  involves 
material  changes  in  the  customer's  wiring,  which  must,  of  course,  be 
paid  for  by  the  customer,  as  it  is  no  part  of  the  company's  system. 

The  Board  agreed  with  this  contention  and  pointed  out  that  the  largest 
company  in  the  state,  whose  business  represents  more  than  half  of  the 
total  electric  light  and  power  business  in  the  state,  has  adopted  rules 
and  regulations  which  result  in  imposing  no  charge  upon  a  customer 
served  from  an  underground  system,  providing  the  distance  to  the 
customer's  premises  is  not  greater  than  thirty  feet  when  measured 
from  the  curb  line.     The  Board  says: 

"The  rule  adopted  by  the  Public  Service  Electric  Company  with 
reference  to  underground  connections  from  an  underground  system 
reads  as  follows : 

"  '5.  A  service  connection  not  exceeding  thirty  feet  in  length  from 
the  curb  shall  be  made  without  cost  to  customer.  Excess  is  to  be 
paid  for  by  the  customer  at  the  rate  of  fifty  cents  per  foot.' 

"A  similar  rule  should  be  adopted  by  the  respondent. 

"The  cal:)le  terminal  is  part  of  the  cable  system  and  the  expense  of 
installation  should  be  borne  by  the  company.  The  main  line 
switch  and  cutout,  and  the  iron  box  enclosing  the  same,  are  part  of 
the  interior  wiring  of  the  building  and  form  no  part  of  the  company's 
distribution  system.     These  items  should  he  installed  at  the  expense 
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of  the  customer,  and  in  accordance  with  the  rules  laid  down  in  the 
National  Electrical  Code,  but  the  company  may  not  impose  upon 
the  customer  the  oljligation  of  having  these  items  installed  exclu- 
sively by  it.  As  the  main  switch,  cutout  and  enclosing  box  form 
part  of  the  interior  wiring  of  the  building,  they  should  be  installed 
by  the  contractor  who  makes  the  alterations  in  the  interior  wiring. 
The  Consolidated  Gas  Company  may,  of  course,  act  as  a  contractor, 
but  it  is  in  such  capacity  and  not  as  the  electricity  supply  company 
that  this  work  would  be  done.     ... 

''The  Board  will  permit  the  filing  of  a  new  rule  similar  to  that  herein- 
above recited. 

"By  service  connection,  in  the  opinion  of  the  Board,  is  included  the 
conduit  laid  under  the  sidewalk  and  the  cable  which  has  to  be  pulled 
through  the  same,  and  will  include  also,  whatever  terminal  the 
company  believes  is  necessary  on  the  end  of  the  cable. 

"Under  the  above  rule  but  one  service  connection  need  be  run  into 
a  building,  the  distril^ution  for  the  building  being  made  from  a  central 
point  in  the  basement  (or  just  above  the  first  floor  where  there  is 
no  basement)  to  the  other  portions  of  the  building.  In  rearranging 
the  wiring,  meters  should  be  installed  in  accordance  with  Rule  XVI 
of  Rules,  Regulations  and  Recommendations  for  Electrical  Supply 
Utilities,  adopted  by  this  Board,  December  9,  1913.  This  rule 
provides  that  meters  'should  be  located  in  the  cellar  or  first  floor, 
as  near  as  possible  to  the  point  of  entrance  in  a  clean,  dry,  safe  place 
free  from  vibration,  not  subject  to  great  variation  in  temperature, 
and  the  top  of  the  meter  board  should  not  be  more  than  six  feet, 
nor  the  bottom  less  than  four  feet  above  the  floor,  or  above  a  suitable 
platform  placed  underneath  the  meter  where  it  will  be  easily  accessible 
for  reading  and  testing.  .  .  .  The  installation  of  meters  and 
connections  shall  be  strictly  in  accordance  with  the  rules  of  the 
National  Electrical  Code  of  1913,  and  the  utility  furnishing  the 
service.' " 

MONTANA 

300 — Investment  and  Return. 

Citizens  of  Roundup  and  Klein  v.  Roundup  Coal  Mining  Company, 
Complaint  as  to  Rates  for  Electric  Service.  Decision  of  the  Montana 
Public  Service  Commission,  Fixing  Rates.     March  9,   1916. 

On  behalf  of  the  complainants,  evidence  wa^  introduced  showing 
comparisons  between  the  electric  rates  of  the  respondent  Company 
and  rates  in  various  other  municipalities  in  the  State,  without  any 
concrete  evidence  as  to  the  similarity  of  conditions.  The  Commission 
says : 

"No  testimony  is  more  dangerous  or  misleading  than  such  com- 
parisons used  as  a  basis  for  rate  making.     It  is  impossible  to  find 
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two  producing  plants  in  which  the  elements  of  cost  are  all  identical. 
Such  comparisons  might  indicate  an  unreasonable  rate  in  a  general 
way,  if  the  rates  were  far  apart." 

139.9— Deposits. 

It  is  the  practice  of  the  Company  in  this  case  to  require,  upon  the 
installation  of  a  meter,  a  $10  deposit  as  a  guarantee  that  the  meter 
will  not  be  injured  and  that  the  account  will  be  paid.  The  sum  of  the 
deposits  on  hand  practically  equals  the  value  of  all  meters  owned  by 
the  company.  The  value  of  the  meters  installed  is  included  in  the 
value  of  the  plant  and,  consequently  the  Company  has  been  earning 
a  return  upon  the  capital  furnished  by  the  consumers.  The  company 
has  not  paid  any  interest  on  the  meter  deposits  required.  The  Com- 
mission says: 

"The  practice  of  charging  a  deposit  for  meters  is  not  in  accordance 
with  the  rulings  of  the  Commission.  A  utility  will  be  permitted 
to  require  a  deposit  or  guarantee  equal  in  amount  to  one  and  one- 
half  times  the  amount  of  the  average  billing  period  bill,  as  security 
for  the  payment  of  accounts  for  electric  current  furnished,  but  under 
no  consideration  will  a  utility  be  permitted  to  require  a  meter  deposit. 
Interest  must  be  paid  on  consumers'  deposits,  at  the  rate  of  6  per 
cent  per  annum,  providing  deposits  are  left  with  the  company  six 
consecutive  months  or  more;  also  providing  that  the  customer  has 
used  service  continuously  during  the  period." 


ARIZONA 

340 — Rate  of  Return. 

MoRENCi  Water  Company,  Investigation  on  Motion  of  the  Com- 
mission to  Determine  the  Reasonableness  of  the  Rates  for  Water 
Service.  Decision  of  the  Arizona  Corporation  Commission,  Fixing 
Rates.     May  14,  1915.     Third  Annual  Report,     pp.  34,  53-54. 

In  the  investigation  to  determine  reasonable  rates  for  water  service  of 
the  Morenci  Water  Company,  the  company  claimed  as  a  fair  net 
return  the  amount  of  10  to  12  per  cent  of  the  value  of  its  property, 
and  in  support  of  such  claim  offered  the  testimony  as  to  interest  rates 
on  small  loans.     The  Commission  says: 

"We  fail  to  see  much  value  in  testimony  of  this  character.  Even  if 
interest  rates  were  the  only  factor  in  determining  a  fair  return,  it 
would  be  necessary  to  consider  the  size  of  the  loan,  the  nature  of 
the  security  and  to  some  extent  the  character  of  the  men  backing 
the  enterprise.  The  bonds  issued  against  this  plant  draw  only  six 
per  cent. 

"  However,  we  are  not  confined  to  a  consideration  of  interest  rates, 
nor  should  the  minimum  rate  above  actual  confiscation  govern.     .     . 

"As  noted  elsewhere  in  this  report  Respondent  operates  at  high 
efficiency  as  compared  with  other  pumping  plants.     This  is  due  in 
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part  to  favorable  loading  conditions  but  is  also  due  in  a  large  measure 
to  able  management  and  to  competent  engineering  in  the  design  of 
the  plant.  It  seems  proper  to  encourage  and  promote  such  a 
character  of  management  as  will  produce  economy  in  operation, 
and  it  follows  that  any  saving  due  to  exceptionally  skillful  manage- 
ment should  be  shared  by  company  and  consumers. 

^'From  the  facts  before  us,  we  are  of  the  opinion  that  a  net  return  of 
10%  of  the  physical  value  of  this  plant,  its  location  and  purpose 
considered,  is  fair  and  equitable.  To  promote  stability  in  Respon- 
dent's affairs  and  to  prevent  harmful  and  unnecessary  disturbance 
of  its  rates,  we  deem  12%  to  be  a  reasonable  maximum  to  which 
Respondent's  net  return  may  attain  from  a  normal  growth  of  its 
business  or  the  introduction  of  further  economies,  before  this  Com- 
mission shall  take  further  action  in  revising  its  rates." 


ARIZONA 

531 — Prompt  Payment  Discount. 

MoRENCi  Water  Company,  Investigation  on  Motion  of  the  Com- 
mission. Decision  of  the  Arizona  Corporation  Commission,  Supple- 
mental Order  Refusing  to  Make  Provision  For  Prompt  Payment 
Discount.     June  9,  1915.     Third  Annual  Report,     pp.  67,  68. 

Following  the  decision  of  the  Commission  fixing  rates  above  reported, 
the  company  asked  for  permission  to  render  its  bills  to  consumers  for 
an  amount  ten  per  cent  in  excess  of  the  rates  therein  prescribed  and 
to  allow  a  discount  of  ten  per  cent  upon  bills  so  rendered  for  payment 
within  fifteen  days  after  statement  is  rendered. 

The  Commission  says: 

"We  do  not  lielieve  the  Company  should  be  permitted  to  increase 
the  rates  established  by  the  Commission  in  its  order  in  this  case  by 
the  amount  of  ten  per  cent,  or  any  other  amount,  for  the  purpose 
of  making  a  discount  for  prompt  payment.  Some  public  service 
corporations  in  the  State  which  have  operated  under  such  rates  and 
arrangements  have  voluntarily  abandoned  the  discount  plan. 

"The  Company  will  be  permitted  to  inaugurate  any  equitable  and 
reasonable  system  looking  to  a  guarantee  of  payment  tor  service,  it 
may  require  a  deposit  when  service  is  based  on  metered  measure- 
ment, or  may  demand  prepayment  for  service  upon  flat  rates.  No 
objections  can  be  offered  to  a  discontinuance  of  service  for  non- 
payment of  bills  and  for  the  exaction  and  collection  of  reasonable 
cut-in  or  re-connection  charge  covering  the  cost  of  such  service. 

"We  can  see  no  impropriety  in  the  Company  making  such  arrange- 
ments with  the  owners  of  buildings  as  will  insure  the  prompt  pay- 
ment of  water  bills  incurred  by  the  tenants  of  such  buildings." 
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The  company  is  permitted  to  submit  to  the  Commission  for  its  approval 
service  rules  and  regulations  covering  matters  of  guarantees,  prepay- 
ment, deposit,  cut-out  and  cut-in  charges. 


REFERENCES 
RATES 

616.1— Street  Lighting. 

Street  Lighting  by  Indeterminate  Contracts.  Electrical  Review 
and  Wester7i  Electrician,  May  6,  1916.  p.  801.     3  pages. 

A  discussion  is  given  of  the  indeterminate  contract  for  street  lighting  as  proposed 
by  G.  W.  Van  Derzee  in  a  paper  entitled  "Street-Lighting  Rates  and  Contracts," 
read  before  the  convention  of  the  Wisconsin  Electrical  Association,  at  Milwaukee 
on  March  17  (9  Rate  Research  14).  Under  the  indeterminate  contract  for  street 
lighting,  provision  for  which  was  made  by  the  Legislature  of  Wisconsin  (Chapter 
490,  Laws  of  191.5),  the  miniicipality  assumes  responsibility  for  the  operating 
company's  special  investment  in  property  used  exclusively  for  street  lighting 
purposes.  This  plan  eliminates  the  necessity  of  providing  for  the  amortizing 
of  the  special  investment  during  a  fixed  term,  and  the  rates  are  based  on  the  cost 
of  the  service. 


INVESTMENT  AND  RETURN 

300 — Investment  and  Return. 

Gas  Rates,  A  Communication  From  the  Union  Gas  and  Electric 
Company  to  the  City  Council  of  Cincinnati,  Ohio.  May  1,  1916. 
Pamphlet  24  pages. 

The  Union  Gas  and  Electric  Company  prepared  and  submitted  to  the  City  Council 
a  statement  of  facts  and  figures  bearing  upon  the  cjuestion  of  fair  rates  and  terms 
to  be  fixed  for  gas  service  in  Cincinnati  in  the  new  rate  ordinance,  which  is  now 
under  consideration.  The  Company  offers  a  block  rate  Avith  a  maximum  of  60 
cents  net  per  thousand  cubic  feet  scaled  down  to  35  cents  net  per  thousand  cubic 
feet,  subject  to  a  minimum  monthly  charge  of  60  cents. 

300 — Investment  and  Return. 

Bowe  et  al.  v.  Jacksonville  Railway  and  Light  Company  et  al.^ 
Case  Before  the  Illinois  Public  Utilities  Commission,  Brief  for  the 
Company.     246  pages. 

A  brief  for  the  Respondents  has  been  filed  in  the  case  before  the  Illinois  Public 
Utilities  Commission  in  which  complaint  was  brought  against  the  Jacksonville 
Gas  and  Electric  Company  and  the  Jacksonville  Street  Railway  Company,  alleging 
that  the  rates  charged  for  service  are  imreasonable  and  that  the  service  rendered 
is  unsatisfactory. 
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PUBLIC  SERVICE  REGULATION 

132 — Protection  From  Competition. 

Fallacy  of  Utilities  Competition.    The  Gas  Age,  May  1, 1916.    p.  518. 

The  Gas  Age  gives  the  following  extract  from  a  paper  by  G.  B.  Aitchison,  member 
of  the  Public  Service  Commission  of  Oregon,  which  was  read  before  a  recent  meet- 
ing of  the  N.  E.  L.  A.  in  Oregon. 

"If  the  state  is  to  invite  private  enterprise  to  perform  its  governmental  func- 
tions, it  must  deal  as  fairly  with  the  utility  as  it  expects  the  utility  to  deal 
fairly  with  it.  The  investment  invited  must,  to  the  extent  that  it  is  prudently 
and  honestly  made,  be  given  such  reasonable  safeguards  that  in  the  long  run 
capital  will  continue  to  bo  invested  in  such  enterprises.  It  has  often  been 
pointed  out  that  joublic  utility  investments  are  of  a  fixed  character;  the  property 
stays  where  it  is  put,  and  the  owner  cannot  load  it  upon  the  cars  and  take  it 
elsewhere  when  market  conditions  do  not  suit  him  in  the  locality  where  he  has 
made  his  investment.  In  no  way  can  the  permanency  and  attractiveness  of 
the  public  utility  service  be  impaired  more  quickly  than  by  unnecessary  and 
useless  competition  admitted  or  permitted  in  an  already  insufficient  field. 
There  is  no  denying  that  competition  often  brings  temporary  gains  to  present 
consumers,  and  there  can  be  no  doubt  it  is  sometimes  necessary  as  a  disciplinary 
measure  for  a  utility  which  has  failed  in  its  duty  and  for  the  protection  of  the 
public.  Likewise  there  can  be  no  doubt  that  unnecessary  and  destructive 
competition  idtimately  does  the  community  more  harm  than  it  accomplishes 
temporary  benefit;  that  even  for  temporary  benefits  there  comes  a  time  of 
repayment  with  interest;  and  that  the  effects  on  the  state  as  a  whole  are  dele- 
terious. The  most  aggravated  case  of  all  is  where  the  municipality,  through 
partisan  or  ill-considered  motives,  enters  into  competition — an  unregulated 
free  lance — against  a  regulated,  privately-owaied  utility.  This  situation  is 
met  elsewhere,  and  can  be  met  here  by  proper  certificate  of  convenience  and 
necessity  law,  which  will  permit  the  working  out  of  a  central,  well-rounded 
policy,  and  simultaneously  secure  to  the  local  communities  permanently  all 
the  benefits  they  now  secure  temporarily  through  barbaric  competitive  wel- 
fare. 

340— Rate  of  Return. 

"It  can  be  conservatively  stated  that  the  rate  of  return  which  the  utility 
investor  might  expect  and  could  lawfully  demand  in  protection  of  his  invest- 
ment as  against  a  schedule  made  by  a  rate  regulating  body,  would  be  lessened 
in  this  state  at  least  one  and  a  quarter  per  cent  per  annum.  An  amount  roughly 
equal  to  10  per  cent  of  the  total  existing  utility  rate  schedules  is  now  being 
paid  needlessly,  as  a  premium  for  the  privilege  of  setting  utility  corporations 
on  to  each  other  to  see  which  can  first  be  bankrupted.  The  state  is  strewn 
with  financial  wrecks  left  after  such  imnecessary  competitive  storms  have 
ended,  and  even  the  beach  combers  have  nothing  to  show  for  their  accumu- 
lations." 

253 — Commission  Reports  of  Decisions. 

Public  Service  Commission  of  Oregon,  Ninth  Annual  Report,  De- 
cember 15,  1915.     236  pages. 

The  report  contains  the  decisions  of  the  Commission  rendered  during  the  year 
191-5  and  abstracts  of  the  annual  reports  made  to  the  Commission  by  the  pul>lic 
utilities  and  carriers  under  its  jurisdiction. 

The  jurisdiction  of  the  Oregon  Railroad  Commission  was  extended  to  public 
utilities  in  1912,  but  the  name  of  the  Commission  was  not  changed  until  by  Act 
of  the  Legislative  Assembly,  effective  July  1,  1915.  This  is  the  first  report  made 
in  the  name  of  the  Public  .Service  Commission,  l)ut  the  last  two  of  the  eight  re- 
ports issued  by  the  Oregon  Railroad  Commission  have  contained  public  utility 
cases  and  statistics. 
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MUNICIPALITIES 

830— Public  Ownership. 

Colorado  Utility  Commissioner  on  Weakness  of  Municipal  Own- 
ership.    American  Gas  Institute  Abstracts.     May  1,  1916.     p.  444. 

The  following  extract  is  quoted  from  an  address  of  S.  S.  Kimball,  Chairman  of  the 
Colorado  Utilities  Commission: 

"It  is  a  notorious  fact  that  very  few  towns  have  the  slightest  conception  as 
to  what  it  is  costing  them  to  build,  operate  and  maintain  a  plant;  possibly  in 
some  instances  they  don't  care,  but  as  a  plain  business  proposition  they  should 
know  whether  a  plant  is  self-sustaining,  or  is  maintained  by  general  taxation. 
Under  a  proper  system  of  accounting,  they  would  be  compelled  to  segregate  all 
items  of  income  and  disbursements  that  properly  belong  to  a  plant,  from  other 
departments,  and  will  be  required  to  set  aside  annually  from  their  revenues, 
a  reserve  fund  to  cover  depreciation. 

"While  this  is  done  in  most  cases  for  privately  owned  plants,  it  is  seldom, 
if  ever,  done  in  the  case  of  municipally  owiied  plants.  It  is  only  natural  that 
city  officials  should  want  to  make  as  good  a  showing  as  possible,  and  they  are 
only  too  willing  to  allow  their  successors  to  assume  the  burden  of  renewals  to 
the  property.  The  result  is  that  in  a  few  years  not  much  value  is  left  to  the 
plant,  except  as  jimk." 


COURT  DECISION  REFERENCES 

112 — Franchises. 

Ashland  Waterworks  Co.  v.  City  of  Ashland  et  al.  Decision  of 
the  United  States  District  Court  E.  D.  Kentucky.  February 
21,  1916.     230  Federal  254. 

An  ordinance  of  the  City  of  Ashland  granted  the  right  to  operate  a  waterworks 
plant  for  a  period  of  twenty  years,  and  provided  that  after  ten  years  and  at  the 
ex]3iration  of  each  period  of  one  year  thereafter  the  city  should  have  the  privilege 
of  purchasing  the  plant  at  a  price  to  be  fixed  by  appraisers.  Subsequent  to  the 
acceptance  of  the  ordinance  by  the  predecessors  of  the  Ashland  Waterworks 
Company,  a  statute  was  passed  by  the  Legislature  of  Kentucky  limiting  the  amount 
of  indebtedness  of  cities  of  the  class  of  Ashland.  Some  time  after  the  passage  of 
this  statute,  the  city  elected  to  purchase  the  Company's  property,  and  an  appraisal 
of  the  property  was  made  in  accordance  with  the  terms  of  the  ordinance.  The 
city  failed  and  refused  to  make  the  payment  within  the  60  days  period  fixed  in 
the  ordinance  and  suit  was  brought  by  the  company  to  enforce  the  specific  per- 
formance of  the  contract  of  purchase  thus  entered  into,  and  to  compel  the  payment 
of  the  purchase  price  so  fixed.  The  statutory  limitation  to  mimicipal  indebtedness, 
applied  to  this  case,  would  prevent  the  city  from  providing  funds  for  the  purchase 
of  the  property.  The  court  holds  that  the  exercise  of  the  option  to  purchase,  as 
given  in  the  ordinance,  is  burdened  by  the  statute  subsequently  enacted,  and  that 
such  limitation  is  not  an  impairment  of  contract  obligations  in  violation  of  the 
federal  Constitution.     The  Court  says: 

"The  most  that  can  be  said  is  that  the  state  had  empowered  the  city  to  pur- 
chase. The  conferring  of  such  power,  however,  is  not  a  contract  between  the 
state  and  the  city  that  it  shall  continue  to  exist,  and  hence  the  state  can  burden 
it,  or  take  it  away  entirely,  as  it  sees  fit..  And  even  if  there  were  any  such 
contract  between  the  state  and  the  city,  the  plaintiff  cannot  complain  of  any 
violation  of  the  obligation  arising  therefrom  to  the  city.  It  can  complain 
onh'  of  the  violation  of  an  obligation  to  it." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


CONVENTION    OF   THE 

NATIONAL  ELECTRIC  LIGHT  ASSOCIATION 

CHICAGO,  MAY  22-26 


The  Thirty-ninth  Convention  of  the  Association  is  to  be  held  at 
Chicago,  May  22-26. 

The  tentative  program  of  the  Convention  is  given  in  the  N.  E.  L.  A. 
Bulletin  for  April,  pp.  271-274  ;  Electrical  Review  and  Western  Elec- 
trician, April  29,  1916,  pp.  755-756  ;  Electrical  World,  April  22,  1916, 
pp.  916-917,  May  6,  1916,  p.  1033;  and  Electrical  Record,  May,  1916, 
p.  18. 


RATES 

MILWAUKEE,  WISCONSIN 

523.3 — Number  of  Rooms  Basis. 

Milwaukee  Light,  Heat  &  Traction  Company,  Electric  Service 
Rates  to  Rural  Customers.     Effective  January  1,  1916. 

The  "Active  Room"  rate  for  rural  customers  of  the  Milwaukee  Electric 
Company,  which  was  mentioned  in  9  Rate  Research  61,  is  here  given 
in  more  complete  form. 

RURAL   ELECTRIC   SERVICE 

Rural  customers  are  defined  as  customers  located  outside  of  the  limits  of  cities 
and  villages  and  who  are  engaged  in  farming,  gardening,  stock  raising  and  dairy- 
ing.    Country  residences  are  included  in  this  class. 

Rural  customers  located  upon  existing  distribution  lines  or  who  contribute  to  the 
cost  of  constructing  extensions  in  accordance  with  the  company's  rules  and  who 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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execute  company's  standard  form  of  rural  service  contract  for  a  period  of  not  less 
than  two  years  may  purchase  single  phase  electric  service  at  the  following  rates: 

Rate. 

Service  Charge. 

$2.00  per  month  for  4  or  less  active  rooms,  plus  40  cents  per  month  for  each  active 
room  in  excess  of  the  first  four. 

Service  charge  shall  include  energy  consumption  equivalent  to  seven  kilowatt 
hours  per  active  room  per  month  or  not  less  than  28  kilowatt  hours  per  month. 

Energy  Charge. 

2  cents  per  kilowatt  hour  for  all  energy  consumed  in  excess  of  7  kilo\yatt  hours 
per  active  room  or  in  excess  of  28  kilowatt  hours,  in  case  the  active  rooms 
are  less  than  four. 

The  foregoing  rate  shall  applj^  to  all  energy  used  for  household  purposes,  including 
cooking  and  for  miscellaneous  power  purposes,  providing  the  total  nominal  rated 
capacity  of  motors  does  not  exceed  three  horse  power,  and  providing  the  motors 
are  not  operated  between  simdown  and  eleven  P.  M.  Service  for  additional 
motors  will  be  supplied  at  the  foregoing  rate  plus  an  additional  charge  of  50  cents 
per  month  for  each  horse  power  or  fraction  thereof  in  excess  of  three  horse  power. 

Determination  of  Active  Rooms. 

All  rooms  contained  in  the  residence  shall  be  counted  as  active,  except  bath 
rooms,  basements,  garrets,  closets,  halls,  pantry  and  three  rooms  used  as  bed 
rooms  or  sleeping  quarters  but  not  used  for  other  purposes.  In  addition  to 
the  rooms  in  the  residence,  each  separate  building  used  as  a  barn,  stable, 
garage  or  greenhouse  shall  be  counted  as  one  active  room.  In  computing  the 
active  rooms,  no  deduction  shall  be  made  because  rooms  or  buildings  are  not 
wired  or  coimected. 

Prompt  Payment  Discount. 

5  per  cent  on  the  first  $25.00  and  1  per  cent  on  amounts  in  excess  of  $25.00  of 
monthly  bills  paid  within  ten  daj^s  from  date  of  same. 

Lamp  Renewals. 

Free  renewals  of  Company's  lamps  are  not  included  in  foregoing  rate,  but  Cus- 
tomer may  purchase  lamps  from  Company  at  Company's  regular  prices  to  non- 
renewal customers. 

Term  of  Contract. 

The  period  of  this  agreement  shall  be  two  years  from  the  date  when  service  is 
first  furnished  hereunder  and  unless  terminated  by  written  notice  given  prior 
to  the  expiration  of  such  two  year  jieriod  or  any  subseciuent  two  year  period, 
the  agreement  shall  be  deemed  to  be  continued  in  force  for  two  year  periods 
indefinitely. 

COMMISSION  REPORTS 

MISSOURI 

252 — Commission  Annual  Reports. 

Missouri  Public  Service  Commission,  Third  Annual  Report,  for  the 
Year  Ending  December  31,  1915.     154  pages. 

The  report  contains  a  summary  of  the  work  of  the  various  departments 
of  the  Commission's  staff  during  the  year.     The  report  of  the  legal 
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department  gives  a  brief  statement  of  the  proceedings  in  Commission 
cases  which  have  been  carried  to  the  courts.  The  report  of  tlie  gas, 
electric,  heat  and  water  department  discusses  the  worlc  of  the  Com- 
mission in  connection  with  the  filing  of  the  rates,  rules  and  regulations 
of  these  utilities,  the  working  out  of  standards  of  service  and  uniform 
practices,  and  other  matters  brought  up  in  the  informal  cases  handled 
by  the  Commission  during  the  year.  Abstracts  are  here  given  of  the 
discussion  on  extensions  of  service,  minimum  charge,  and  charge  for 
meters. 

226.2    Extension  of  Service. 

The  Commission  points  out  the  importaiice  of  working  out  uniform 
practices  for  all  companies  of  a  class.  The  standardizing  of  company 
practice  will  eliminate  discrimination,  the  chief  cause  of  complaints 
handled  by  the  Commission  in  informal  cases.  There  will  be  fewer 
complaints  if  the  public  can  be  shown  that  there  is  a  reason  for  adopting 
a  certain  rule  or  practice  and  that  all  companies  have  the  same  or  a 
similar  practice  in  effect.     The  report  says: 

"One  su]:)ject  that  should  have  early  attention  is  the  issuing  of 
uniform  service  extension  rules.  As  the  matter  now  stands  each 
company  or  municipality  makes  and  enforces  its  own  rules  regarding 
charges  for  extending  mains  or  service  pipes  for  water  or  gas,  or 
line  extensions  and  service  wires  to  houses.  The  result  is  that  there 
are  almost  as  many  policies  followed  as  there  are  companies  and 
municipalities  operating  these  plants.  Competing  companies  often 
depart  from  any  fixed  policy  in  their  efforts  to  get  customers,  with 
the  result  that  there  is  often  discrimination  in  appearance  if  not 
in  fact.  Fairness  to  the  consumers  also  demands  that  this  matter 
be  adjusted.  The  extension  rules  of  some  companies  seem  to  be 
designed  along  some  reasonable  or  well  defined  business  policy, 
while  others  hold  to  the  policy  of  taking  on  only  customers  imme- 
diately profitable.  No  doubt  the  interests  of  the  whole  body  of 
consumers  demand  that  the  investments  be  not  made  lavishly. 
On  the  other  hand,  any  one  reasonably  situated  should  not  )3e  denied 
those  things  which  have  come  to  be  regarded  as  necessities.  The 
most  reasonable  rule  to  follow  appears  to  be  one  that  would  reject 
or  a.ssess  a  charge  against  only  those  consumers  the  serving  of  whom 
would  entail  a  higher  rate  to  the  whole  body  of  consumers." 

540— Minimum  Charge. 

The  report  states  that  complaints  are  often  brought  to  the  commission 
with  regard  to  the  practice  of  a  company  or  municipality  in  exacting 
a   minimum   charge. 

"This  Commission  has  repeatedly  been  called  upon  to  pass  formally 
upon  this  practice  and  has  ruled  that  it  is  justifiable.  It  is  sufficient 
to  quote  but  one  instance  from  the  Commission's  proceedings,  that 
in  the  case  of  Calvert  v.  Clinton  Light  and  Water  Co.,  1  Mo.  P.  S.  C. 
1.  c.  291: 
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"  'Without  discussing  at  length  the  reasons  in  support  of  allowing 
a  minimum  charge  for  service  upon  meter  rates,  it  is  sufficient  to 
say  that  the  company  has  incurred  the  expense  and  outlay  of  con- 
necting the  consumer  with  the  mains,  must  at  all  times  be  ready 
to  render  the  service,  and  must  also  incur  the  expense  of  reading 
the  meter  and  keeping  the  account  of  the  consumer,  whether  water 
is  used  or  not.  To  meet  this  expense,  the  company  is  entitled  to 
compensation,  and,  therefore,  to  a  reasonable  minimum  charge, 
and  so  courts  and  authorities  upon  the  subject  now  generally  hold. 
State  ex  rel.  v.  Gas  Light  Company,  34  Mo.  App.  501;  2  Wyman 
on  Public  Service  Corporations,  Sec.  1247.' 

'^"It  is  readily  seen  that  in  addition  to  the  actual  cost  of  producing 
electricity  or  of  pumpipg  water,  there  are  certain  fixed  expenses 
mentioned  in  the  above  for  which  it  is  proper  to  make  fixed  charges, 
that  are  proportional,  not  to  the  customers'  demands  but  to  the 
number  of  customers.  This  bookkeeping,  expense  of  reading  meters, 
interest,  repairs  and  depreciation  on  meters  and  service  connections, 
together  with  the  actual  expense  of  maintaining  pressure  constantly 
at  the  consumers'  premises,  may  be  regarded  as  almost  a  personal 
service.  These  costs  go  on  continually,  whether  the  service  is  used 
or  not,  and  are  almost  the  same  for  each  customer.  The  company 
or  municipality  is  therefore  entitled  to  recompense  for  the  invest- 
ment and  service  necessary  to  maintain  this  condition. 

"If  rates  are  too  high,  they  should  be  reduced  and  this  Commission 
stands  ready  to  co-operate  in  seeing  that  reasonable  rates  are  insti- 
tuted and  enforced.  Assuming,  therefore,  that  the  company  or 
municipality  is  securing  only  a  fair  return  on  its  investment,  every 
expenditure  must  be  returned  in  the  form  of  revenue  from  the  sale 
of  service,  and  the  fixed  expense  of  reading  meters,  billing,  etc., 
must  be  paid  by  the  customers.  If  not  paid  by  the  recipient  of  such 
service,  it  must  be  paid  by  his  fellow-consumers  in  the  form  of  higher 
rates  for  the  service  rendered  them.  The  matter  thus  becomes  a 
discri^nination  against  the  consumer  who  uses  the  service  regularly 
in  favor  of  the  person  who  uses  it  very  little  or  not  at  all.  Rates 
are  lowered  by  making  liberal  use  of  the  service,  since  cost  of  pro- 
duction per  unit  decreases  as  the  number  of  units  produced  is  in- 
creased, consequently  the  persons  using  service  freely  are  helping 
toward  a  still  lower  rate  and  must  be  encouraged,  or  at  least  not 
discriminated   against. 


"fi*- 


"In  view  of  these  facts  and  also  of  the  Commipsion's  rulings  in  this 
matter,  it  is  evident  that  complaints  of  this  nature  can  receive  the 
Commission's  attention  only  in  case  it  is  claimed  that  these  minimum 
charges  are  unduly  large  or  unjustly  discriminatory." 

545    Meter  Rental. 

When  the  Commission  formulated  its  general  rules  regulating  gas, 
electric  and  water  service  (7  Rate  Research  351),  it  was  decidecl  to 


V 


9         Rate     Research  103 


omit  a  rule  requiring  the  companies  to  own  all  service  meters  used  in 
the  measurement  of  their  product,  leaving  this  feature  to  be  dealt 
with  by  the  utility  and  the  citizens  of  each  community  as  the  case 
seemed  to  require.     The  report  says: 

"However,  as  meters  really  constitute  a  portion  of  the  facilities  for 
furnishing  service,  it  is  reasonable  to  conclude  that  they  should  be 
the  property  of  the  utility  and  a  part  of  its  capitalization  and  should 
be  furnished  to  consumers  free  of  charge  and  that  the  charges  for 
service  should  be  arranged  accordingly,  and  the  Commission  has 
borne  this  in  mind  in  the  adjustment  of  complaints  arising  from 
this  source  which  have  been  brought  to  its  attention  for  formal 
action.  It  is  obvious  that  there  is  less  likelihood  of  reasons  for 
complaint  where  the  meter  is  owned  and  furnished  free  by  the 
utility  and  the  rates  for  service  are  based  on  the  investment  necessary 
for  such  an  outlay  than  where  the  consumer  is  compelled  either  to 
purchase  or  rent  his  meter  although  charged  a  slightly  lower  rate  for 
service.  As  a  matter  of  fact,  the  cost  in  the  end  to  the  consumer 
is  practically  the  same  in  either  case,  the  difference  being  mainly 
that  where  the  utility  owns  the  meters  a  better  feeling  is  likely  to 
exist  between  utility  and  consumers  and  results  are  generally  more 
satisfactory." 

980  -Public  Relations. 

The  Commission  notes  an  improvement  in  the  public  relations  of  the 
utilities  of  the  State,  as  indicated  by  a  substantial  decrease  in  the 
number  of  informal  complaints  received  in  1915  as  compared  with  1914. 

"The  public  service  corporations  operating  in  this  State  are  fast 
learning  that  the  common  principle  of  doing  business  in  the  open, 
giving  it  the  fullest  possible  publicity,  taking  the  public  into  their 
fullest  possible  confidence,  should  be  adopted  by  them  as  the  wisest 
and  best  policy.  We  believe  that  full  and  frank  publicity  should 
be  the  policy  of  every  public  service  corporation  with  its  patrons 
to  the  end  that  all  proper  information  to  the  investor  and  the  public 
in  general  may  be  had.  All  public  utilities  are  learning  that  the 
only  way  to  gain  the  confidence  of  the  public  is  first  of  all  to  merit 
it  by  square  and  frank  dealing  with  the  public.  All  public  utilities 
should  give  full  publicity  to  all  dealings  with  the  public;  tell  the 
public  how  much  the  company  is  earning,  and  how  it  represents 
only  a  fair  return  on  the  value  of  the  property  devoted  to  the  service 
of  the  public,  and  whenever  there  is  a  dispute  over  any  matter  of 
service,  resolve  the  doubt  in  favor  of  the  public  and  do  even  more 
than  is  strictly  required  under  its  duties  as  a  public  service  corpora- 
tion. 

"We  believe  the  public  is  now  becoming  ready  to  meet  the  public 
service  corporations  at  the  halfway  station  with  fair  and  just  treat- 
ment. If  the  integrity  of  investment,  vital  alike  to  rich  and  poor, 
employe  and  employer,  is  to  be  properly  maintained,  such  should 
be  the  attitude  of  the  public  towards  such  public  service  companies." 
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COMMISSION  DECISIONS 

NEW  JERSEY 

112.5 — Ordinance  Rates. 

OsTEND  Realty  Company  v.  The  Atlantic  City  Sewerage  Company, 
Charging  Discrimination  in  Rates  to  Summer  Hotel.  Decision  of  the 
New  Jersey  Board  of  Public  Utility  Commissioners,  Dismissing 
the  Complaint.     May  9,  1916. 

The  petition  alleged  that  the  respondent's  rates  are  discriminatory  in 
that  the  same  annual  rate  is  charged  a  "Summer  House"  open  only 
from  May  to  October  as  is  charged  similar  hotels  open  the  entire 
year.  The  Board  was  asked  to  fix  a  reasonable  charge  for  summer 
service  and  also  to  order  a  refund  of  the  excess  paid  on  previous  bills. 

129.4— Refunds. 

The  decision  says: 

"This  Board  has  not  the  power  to  order  the  refunding  of  money 
paid  for  bills  rendered  by  utilities.  Its  powers  are  limited  to  those 
prescriljed  in  the  statute  creating  the  Board  and  amendatory  and 
supplemental  acts." 

112.5 — Ordinance  Rates. 

The  Board  finds  that  no  unjust  discrimination  in  rates  is  shown  by  the 
facts  submitted.  The  charge  was  made  in  accordance  with  the  rates 
fixed  in  the  ordinance  held  by  the  sewerage  company. 

The  Board  says: 

"While  we  would  not  allow  such  provision  to  stand  in  the  way  of  the 
adjustment  by  the  Board  of  unreasonable  rates  the  respondent 
company  having  been  organized  before  the  Sewerage  Act  of  1898, 
and,  therefore,  not  within  the  purview,  we  will  assume  the  rates 
there  specified  to  be  reasonable  because  there  is  no  testimony 
adduced  to  show  their  unreasonableness." 

It  is  provided  in  the  ordinance  that  "in  consideration  of  the  rates 
therein  authorized,  the  City  of  Atlantic  City  shall  have  the  right  to 
purchase  the  entire  sewerage  system  of  the  respondent  for  the  sum  of 
$75,000,  and  such  additional  amounts  as  may  have  been  expended 
between  the  time  of  the  acceptance  of  the  ordinance  and  the  purchase 
and  the  assumption  of  a  mortgage  upon  the  property." 

"An  additional  reason  impelling  us  to  refrain  from  interference  with 
these  rates  is  found  in  the  provision  of  the  ordinance  referred  to  which 
gives  Atlantic  City  the  right  to  purchase  the  system  and  plant  of 
the  respondent  at  the  price  therein  stated.  We  must  presume  that  the 
price  fixed  was  l)ased  upon  the  right  to  charge  the  rates  fixed,  for  the 
company  not  only  agrees  to  transfer  its  system  and  plant  but  also 
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its  franchises.  If  the  Board  should  interfere  with  the  rates  stated 
in  the  ordinance,  such  interference  might  he  the  l)asis  for  an 
allegation  that  the  contract  between  the  City  and  the  Atlantic  City 
Sewerage  Company  had  been  changed  by  the  action  of  the  Board, 
and  that,  therefore,  if  in  the  future  the  City  takes  over  the  system 
of  the  respondent,  the  purchase  price  mentioned  in  the  ordinance 
would  not  be  binding  upon  the  parties  by  reason  of  such  action 
of  the  Board." 


CALIFORNIA 

221.1 — Issue  of  Stocks  and  Bonds. 

Valley  Telephone  Company,  Application  For  Authority  to  Issue 
Stock.  Decision  of  the  Californl\  Railroad  Commission,  Granting 
the  Application.     March  22,  1916. 

The  Applicant  asks  for  authority  to  issue  new  certificates  in  lieu  of 
stock  illegally  issued  without  the  consent  of  the  Commission.  Certain 
other  shares  of  stock  were  subscribed  for  prior  to  the  effective  date  of 
the  Public  Utilities  Act.  It  is  of  record,  however,  that  the  certificates 
for  this  stock  were  not  written  out  and  delivered  until  after  such  date. 
The  applicant  takes  the  position  that  the  Commission's  authorization 
of  this  stock  is  not  necessary  as  the  rights  and  liabilities  of  these  stock- 
holders became  vested  prior  to  the  effective  date  of  the  Act.  The 
Commission  points  out  that  the  Act  requires  that  "no  stock  or  stock 
certificates  shall  be  issued  by  a  public  utility  without  the  authorization 
of  the  Commission,"  and  says: 

"The  mere  fact  that  a  person  has  subscribed  for  stock  prior  to  the 
effective  date  of  the  PubUc  Utilities  Act,  does  not,  by  this  fact  alone, 
entitle  him  to  a  stock  certificate  without  the  authorization  of  the 
Commission." 

The  Company  is  authorized  to  issue  stock  in  lieu  of  the  entire  amount 
of  stock  issued  without  authority  from  the  Commission. 


OHIO 

312.2— Leases. 

Mauntler  Brothers  Company,  A  Natural  Gas  Utility,  Appeal  From 
An  Ordinance  Passed  by  the  Village  of  Elmore,  Ohio.  Preliminary 
Decision  of  the  Ohio  Public  Utilities  Commission,  Fixing  the  Value 
of  the  Property.     May  4,  ,1916. 

The  Commission  made  a  tentative  valuation  of  the  property  used  and 
useful  hi  the  natural  gas  service  for  Elmore,  Ohio.  The  village  of 
Elmore  protested  against  the  tentative  value  as  fixed  by  the  Commis- 
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sion.  In  the  Commission's  decision  reviewing  its  findings  as  to  the 
value  of  the  property,  the  valuation  of  leases  is  discussed  as  follows: 

"The  Commission  has  carefully  considered  the  different  methods 
suggested,  not  only  in  this  proceeding,  but  in  others  of  like  character, 
that  should  be  applied  to  the  valuation  of  leaseholds  in  the  event  it 
was  determined  that  holdings  of  this  character  should  be  placed  in 
the    capital    account. 

"It  appears  that  during  the  twelve  years  in  which  the  company  has 
been  engaged  in  furnishing  its  natural  gas  service  to  the  Village  of 
Elmore,  it  has  leased,  for  the  purpose  of  producing  oil  or  gas,  an 
acreage  varying  from  year  to  year  and  has  expended  in  cash  rentals 
about  $8069.00.      .      .^      .        " 

"It  is  our  conclusion  that  expenditures  of  this  character  should  be 
treated  and  considered  as  an  operating  expense  and  no  allowance 
will  be  made  for  same  in  the  final  valuation  or  carried  into  the  capital 
account." 

PENNSYLVANIA 
244.5— Rate  Fixed  by  Contract. 

The  New  Jersey  Zinc  Company  v.  The  Central  Railroad  Company 
OF  New  Jersey  et  al.  Complaining  of  Transportation  Charges  In- 
creased Over  Those  Fixed  by  Contract.  Decision  of  the  Pennsyl- 
vania Public  Service  Commission,  Holding  that  the  Special  Contract 
Rates  Do  Not  Prevent  the  Fixing  of  Reasonable  and  Non-discrimin- 
atory Rates  as  Provided  in  the  Public  Service  Company  Law.  March 
7,  1916. 

The  complainant  protested  against  an  increase  in  charges  for  transpor- 
tation service  of  the  respondent  railway  company  in  excess  of  charges 
fixed  by  private  contract.  The  contract  was  entered  into  before  the 
enactment  of  the  Pennsylvania  Public  Service  Company  Law.  After 
the  passage  of  the  Law,  the  railroad  company  began  charging  the  com- 
plainant the  regular  published  rates,  disregarding  the  special  contract 
agreement.  Before  proceeding  with  an  investigation  as  to  the  reason- 
ableness of  the  increased  rates,  the  Commission  rendered  this  prelim- 
inary decision  in  which  it  is  held  that  the  contract  rates  are  not  now 
valid  and  binding  against  the  respondent. 

The  Commission  passes  upon  two  phases  of  the  question :  The  Commis- 
sion's power  to  authorize  changes  in  rates  fixed  by  contract,  and  the 
right  of  the  company  to  put  in  effect  the  rates  in  its  published  tariff, 
instead  of  the  contract  rates,  prior  to  a  determination  by  the  Commis- 
sion that  the  contract  rates  are  discriminatory. 

The  Commission  cites  the  decision  of  the  Supreme  Court  in  Bellevue 
Borough  V.  Ohio  Valley  Water  Company,  255  Pa.,  114,  and  in  Turtle 
Creek  Borough  v.  Pennsylvania  Water  Company,  243  Pa.  415  as  sus- 
taining the  Commission's  power  to  fix  reasonable  rates  regardless  of 
rates  fixed  by  contract.  In  the  first  case  here  cited  the  court  held  that 
special  contracts  "must  give  way  to  the  general  policy  of  the  law  under 
which  the  legislature  created  a  special  tribunal  to  pass  upon  and  de^ 
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termine  questions  relating  to  the  reasonableness  of  rates  charged  by 
public  service  corporations."  and  that  the  contract,  which  in  that  case, 
as  here,  was  unlimited  in  time,  was  not  binding  "in  the  face  of  the  de- 
clared statutory  policy  of  the  law  that  the  Public  Service  Commission 
shall  have  the  power  to  inquire  into  and  determine  the  reasonableness 
of  the  rates  in  all  such  cases." 

The  Respondent  claimed  the  right  to  charge  just  and  reasonable  rates, 
which  it  claims  its  published  tariffs  to  be,  even  though  the  contract 
is  not  judged  illegal  as  providing  unjustly  discriminatory  rates.  On 
this  point  the  Commission  says: 

"The  principle  is  well  established  that  it  is  not  within  the  power  of  a 
public  service  company  by  the  making  of  a  contract  with  a  customer 
or  a  patron  to  prevent  the  exercise  by  the  State  of  its  general  police 
power  to  regulate  the  rates  stipulated  in  such  contract.  The  obliga- 
tion of  such  a  contract  concerning  public  service  and  the  rate  charged 
therefor  is  not  impaired  by  the  subsequent  regulation  of  the  rate 
by  the  State,  to  the  end  that  notwithstanding  the  terms  of  the 
contract  the  rate  shall  be  just  and  reasonable."  .  .  .  [SausaUto 
v.  Marin  Water  Co.  P.  U.  R.  1916  A.  224,  8  Rate  Research  104, 
115,  and  Hudson  County  Water  Co.  v.  McCarter,  209  U.  S.  349,  14 
Ann.  Cas.  560.] 

"A  contract  made  by  a  public  service  company  with  a  patron  or 

consumer  fixing  the  rate  of  charge  for  public  service  to  be  rendered 

differs  in  this  respect  from  the  contract  by  which  private  rights  are 

alone  affected,  and  in  which  the  public  has  no  such  interest  as  it  has 

in  public  service  contracts."     .     .     . 

This  distinction  is  emphasized  in  the  decision  of  the  Supreme  Court  of 

the  United  States  in  Manigault  v.  Springs,  199  U.  S.  473,  and  in  C.  B. 

&  Q.  R.  R.  Co.  V.  Nebraska,  170  U.  S.  57. 

"If,  therefore,  by  The  Pubhc  Service  Company  Law,  there  has  been 
established  by  the  Legislature  in  the  exercise  of  the  police  power  a 
general  rule  or  regulation  that  all  rates  charged  by  public  service 
companies  shall  thereafter  be  just  and  reasonable,  it  cannot  be  said 
that  the  obligation  of  any  pre-existing  contract  is  impaired  if,  in 
order  to  attain  such  reasonableness  of  rates,  the  prior  contract  rates 
are  decreased  by  the  Company  or  by  order  of  the  Commission  or 
increased  by  and  under  authority  of  the  provisions  of  the  Act. 
"In  either  case  the  change  in  the  contract  rates  is  brought  about  by 
virtue  of  the  regulation  thereof  made  by  the  statute  in  the  exercise 
of  the  police  power  to  which  the  contract  was  subject  and  continued 
to  be  subject  from  its  inception." 
The  Commission  concludes  that  even  if  it  were  to  be  held  that  the  rates 
fixed  by  the  contract  could  not  be  deemed  to  be  unjustly  discriminatory 
and  that  the  contract  was  not  invalid  so  far  as  a  question  of  discrim- 
ination is  concerned,  nevertheless,  under  the  legislative  regulation  of 
said  rates  made  by  the  act  of  Assembly,  the  obligation  of  said  contract 
does  not  extend  to  prevent  the  Respondent  from  charging  such  rates 
as  are  just  and  reasonable,  even  though  they  be  higher  than  those 
which  are  stipulated  in  said  contract. 
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MARYLAND 

224.5— Rates  Fixed  by  Contract. 

Washington  County  Water  Company,  Application  For  Authority  to 
Issue  Stock.  Decision  of  the  Maryland  Public  Service  Commission, 
Granting  the  Application.  November  26,  1915.  Report,  1915, 
page  322,  329. 

The  complete  petition  to  the  Commission  asked,  among  other  things, 
for  authority  to  change  the  schedule  of  rates  for  water  service  as  fixed 
by  an  ordinance  of  the  City  of  Hagerstown.     The  decision  says: 

"In  this  connection,  we  desire  to  say,  that  we  have  no  doubt  of  the  right 
of  this  Commission  to  fix  a  reasonable  rate  schedule,  regardless  of 
any  contract  now  existing  between  the  Washington  County  Water 
Company,  and  the  Mayor  and  City  Council  of  Hagerstown.  It  has 
been  held  by  us  on  more  than  one  occasion  that  contracts  for  supply- 
ing water  to  a  town  or  to  its  inhabitants  are  not  binding  upon  this 
Commission,  but  that  rates  established  in  such  contracts  are  always 
subject  to  revision  and  regulation,  in  a  proper  case,  by  the  Com- 
mission in  the  exercise  of  the  police  power  delegated  to  it  by  the 
Legislature  of  the  State.  Our  conclusion  upon  this  point  has 
recently  been  upheld  by  the  Court  of  Appeals  of  Maryland,  in  the 
case  of  Yeatman  vs.  Towers,  decided  in  June  of  the  present  year. 

"In  the  opinion  in  this  case  the  Court  of  Appeals  says: 

"'The  right  to  regulate  rates  for  which  water  will  be  supplied  is  in 
its  nature  the  execution  of  one  of  the  powers  of  the  State,  of  which 
it  can  not  more  divest  itself  than  it  can  part  with  its  power  of 
taxation.  The  power  may  or  may  not  be  exercised,  but  its  non-use 
is  not  an  abandonment  of  the  right.  The  nature  of  the  right  as  an 
exercise  of  the  power  of  the  State  is  commonly  referred  to  that 
class  of  powers  designated  as  the  'police  power,'  and  the  right 
extends  not  merely  to  the  regulation  of  rates,  but  to  the  regulation 
of  other  matters  connected  with  the  service  afforded  to  the  public. 
This  power  is  one  which  may  be  exercised  by  the  Legislature  directly, 
or  its  exercise  may  be  committed  by  the  Legislature  to  a  board  or 
commission,  as  has  been  done  in  this  State  by  the  creation  of  the 
Public  Service  Commission,  and  since  the  supplying  of  water  must, 
by  reason  of  the  nature  of  the  service,  be  deemed  to  be  a  public 
service,  the  regulation  of  the  rates  at  which  it  shall  be  furnished 
falls  clearly  within  the  powers  of  the  Commission. 

"'.  .  .  Contracts,  even  as  between  individuals,  when  entered 
into,  are  necessarily  subject  to  the  control  of  the  police  power  of 
the  State,  whenever  such  contract  relates  to  matters  which  are  or 
may  be  subject  to  the  exercise  of  such  powers,  and  as  far  back  as 
the  case  of  Munn  v.  Illinois,  94  U.  S.  113,  24  L.  ed.  77,  it  was  laid 
down  that  when  the  owner  of  property  devotes  it  to  a  use  in  which 
the  public  has  an  interest,  he  in  effect,  grants  to  the  public  an  interest 
in  such  use,  and  must,  to  the  extent  of  that  interest,  submit  to  be 
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controlled  by  the  public  for  the  common  good  as  long  as  he  maintains 
the  use.' 

"In  view  of  this  opinion  of  our  highest  court,  it  becomes  unnecessary 
to  refer  to  the  earlier  statements  by  the  Public  Service  Commission 
on  the  same  poiat." 


REFERENCES 
RATES 

614 — Heating  and  Cooking. 

Commercial  Exploitation  of  Electric  Current  for  Cooking  and 
Heating,  by  J.  A.  Dupree.  Paper  Read  Before  the  Southwestern 
Electrical  &  Gas  Association,  Galveston,  Texas.     May  17-20,   1916. 

The  writer  gives  an  account  of  his  experience  in  the  introduction  of  electric 
ranges  to  customers  of  the  Corpus  Christi  Railway  and  Light  Company.  When 
the  cooking  campaign  began,  the  company  made  a  rate  of  oh  cents  per  kilowatt- 
hour,  with  a  minimum  charge  of  $4.00  per  month,  as  compared  with  an  initial  power 
rate  of  6  cents  per  kilowatt-hour.  The  company  later  adopted  a  plan  of  selling  ranges 
at  list  prices,  making  no  additional  charge  for  wiring  and  comaecting  the  same, 
and  put  in  effect  a  "flat  demand  rate."  The  consumer  is  charged  at  the  rate  of 
$2.00  per  kilowatt  of  his  "active  load"  or  "rate  of  taking."  It  was  found  that 
60  per  cent  of  the  connected  load  is  sufficient  under  ordinary  conditions  to  operate 
an  electric  range  for  an  average  size  family.  For  use  in  excess  of  the  "rate  of 
taking,"  a  current  charge  is  made  in  addition  to  the  demand  charge.  This  plan 
does  not  conflict  with  the  power  rate  so  as  to  lead  to  charges  of  discrimination. 
The  use  of  a  2  kilowatt  water  heater  is  allowed  in  conjunction  with  a  range  for 
$L00  per  month,  in  addition  to  the  demand  rate  on  the  range.  A  double  throw 
switch  is  installed  which  allows  the  use  of  either  the  range  or  the  heater  separately, 
but  both  camiot  be  operated  at  the  same  time.  Ranges  are  installed  on  thirt}^ 
days'  trial  and  it  has  been  found  advisable  to  instruct  the  housekeeper  in  the 
economical  use  of  current  during  this  period  in  order  to  make  a  successful  sale. 


PUBLIC  SERVICE  REGULATION 

132 — Protection  from  Competition. 

Public,  Investor  and  Employee,  by  Sheridan  S.  Kendall,  of  the 
Colorado  State  Public  Utilities  Commission.  Address  Before  the 
Denver  Tramway  Company  Section  A.  E.  R.  A.  March  18,  1916. 
Aera,  April,  1916,  p.  964,  965. 

In  regard  to  the  evil  effects  of  public  utility  competition,  Commissioner  Kendall 
says: 

"It  may  be  that  there  are  some  communities  where  more  than  one  concern 
can  operate  with  profit,  but  they  are  scarce  indeed.  Where  competition  exists 
it  usually  results  in  bankruptcy,  useless  duplication  of  plant,  poor  service, 
high  rates,  and  poorly  paid  and  illy  treated  employes.  None  of  these  things 
should  exist,  and  they  simply  mean  an  economic  loss  to  all  concerned  without 
a  compensating  gain  at  an}-  point. 

"To  substantiate  this  statement  it  is  only  necessary  to  review  the  conditions 
that  existed  in  our  own  city  a  few  years  ago.     A  duplicate  transportation 
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system  in  Di'iiver  is  within  the  memory  of  most  of  us,  and  in  that  case,  as 
most  everywhere  else,  there  was  not  sufficient  business  to  maintain  two  orgai- 
zations  with  duplicate  plants,  separate  overhead  expenses,  etc.  It  naturally 
followed  that  consolidation  Avas  imperative  or  bankruptcy  w^ould  result  to 
both  companies.  The  consolidation  was  made,  and  who  will  say  that  the 
results  of  that  merger  were  not  beneficial  to  everybody?  It  placed  the  com- 
pany on  a  firmer  financial  basis  and  enabled  it  to  practice  many  economies, 
which  it  could  not  do  before.     .     . 

"The  more  I  study  public  utility  questions  the  more  I  am  convinced  that  it  is 
to  the  interests  of  every  one  to  treat  public  utility  corporations  as  monopolies, 
and  prevent  competition,  which  inevitably  results  in  economic  waste  and 
useless  expense. 

"Primarily  the  public  is  interested  only  in  good  service  at  fair  rates,  and  the 
investor  is  entitled  to  receive  a  fair  return  on  his  money  and  have  his  invest- 
ment protected,  all  of  which  is  accomplished  through  the  medium  of  public 
service  commissions  which  have  been  created  in  this  and  almost  every  other 
State  in  the  Union." 

221 — Capitalization. 

The  Control  of  Interstate  Utility  Capitalization  by  State  Com- 
missions, by  Ralph  E.  Heilman.  The  Journal  of  Political  Economy, 
May,  1916,  p.  474.     15  pages. 

The  article  discusses  the  confusion  and  troublesome  delay  arising  from  the  regu- 
lation by  state  commissions  of  the  capitalization  of  interstate  utilities.  Stock 
may  represent  ownership  in  a  property  operated  as  a  unit  but  situated  in  more 
than  one  state.  Bonds  or  notes  may  be  jjrotected  by  a  mortgage  upon  property 
located  within  several  states.  Or  securities,  the  proceeds  of  which  are  to  be 
expended  in  one  or  more  states,  may  be  issued  by  a  company  incorporated  under 
the  laws  of  another  state.  The  confusing  ciuestions  of  jurisdiction  regarding 
capitalization  which  are  raised  by  the  interstate  character  of  utilities  are  as  yet 
not  definitely  settled.  An  analysis  is  here  made  of  the  various  state  laws  regu- 
lating the  issuance  of  securities  with  special  reference  to  the  jurisdiction  of  each 
state  over  the  securities  of  interstate  or  foreign  corporations 

Under  existing  laws  and  commission  procedure  an  issue  of  securities  must  frequently 
obtain  the  approval  of  two  or  more  commissions.  It  may  happen  that  the  various 
commissions  will  be  unable  to  agree  as  to  the  amount  of  securities  properly  issuable, 
or  to  the  terms  upon  which  they  should  be  issued.  Some  of  the  commissions  are 
restricted  in  granting  their  approval  by  the  terms  of  the  laws  under  which  they 
operate,  which  may  not  conform  to  the  laws  of  neighboring  states:  or,  the  ai:)proyal 
granted  by  one  commission  may  be  denied  by  another.  Examples  of  confusion 
and  inadequacy  of  the  present  system -are  cited.  And  it  is  stated  that  the  review 
of  the  present  conditions  points  conclusively  to  the  desirability  of  federal  control 
over  the  securities  of  interstate  utilities. 

"If  it  be  granted  that  control  of  the  capitalization  of  public  utilities  is  de- 
sirable, it  is  apparent  that  if  such  control  is  to  be  exercised  simply  by  the 
separate  states,  only  confusion  can  result  in  the  case  of  interstate  projects. 
Apparently  no  method  other  than  federal  control,  which  might  mean  fecleral 
incorporation,  if  necessary,  will  bring  order  out  of  the  chaos  which  has  arisen. 
Such  control,  if  it  is  to  be  effective,  must  be  exclusive.  With  all  intrastate 
properties  owned  and  operated  by  domestic  corporations,  so  that  their  capital- 
ization would  be  subject  to  the  control  of  the  state  in  which  the  property  is 
situated,  and  with  the  capitalization  of  all  interstate  properties  subject  to 
exclusive  federal  control,  there  would  be  no  possibility  of  disagreement  between 
commissions,  no  conflict  arising  from  difTerences  in  state  laws,  no  issuing  of 
authorizations  based  upon  the  findings  of  other  commissions,  and  no  legal 
difhculties  upon  the  groimd  of  foreign  incorporation.  Whether  the  duty  of 
supervising  the  issuance  of  securities  of  interstate  projects  should  be  performed 
by  the  already  overburdened  Interstate  Commerce  Commission  may  be  open 
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to  question.  But,  by  whatever  method  it  be  provided,  apparently  the  next 
step  in  the  regulation  of  the  capitalization  of  interstate  utilities  is  exclusive 
federal  control." 

226.2— Extension  of  Service. 

Extension  of  Service  of  Electric  Utilities,  Report  of  Commission 
Decisions  and  Company  Practice  Compiled  by  the  R.\te  Research 
Committee  of  the  N.  E.  L.  A.  March,  1916.     Pamphlet  32  pages. 

A  compilation  on  extension  of  service  of  electric  utilities  has  been  prepared 
as  an  interim  report  of  the  Rate  Research  Committee.  The  report  contains 
extracts  from  decisions  of  courts  and  commissions,  showing  as  far  as  it  has  been 
developed,  the  policy  in  eleven  states  with  regard  to  requiring  extensions  of 
service.  The  report  also  contains  a  number  of  rules  and  regulations  of  electric 
companies  governing  extensions  of  service  and  an  outline  of  the  practice  followed 
by  a  number  of  electric  companies  in  making  extensions  to  rural  communities. 

A  copy  of  this  report  wnll  be  sent  to  each  member  company.  Additional  copies 
may  be  secured  at  50  cents  each  from  the  Secretary,  National  Electric  Light 
Association,  29  West  39th  Street,  New  York  City.  Copies  will  also  be  on  sale 
at  the  Chicago  Convention. 

253 — Commission  Reports  of  Decisions. 

Maryland  Public  Service  Commission  Report  for  the  Year  1915. 

569  pages. 

The  report  contains  the  decisions  of  the  Commission  and  the  opinions  of  counsel 
for  the  vear  1915.  An  appendix  to  the  report  contains  tabulated  data  for  the 
year  ending  September  30,  1915,  regarding  meter  testing,  gas  tests  and  analyses, 
accident  reports,  and  statistics  for  the  public  utilities  and  transportation  companies 
under  the  jurisdiction  of  the  Commission. 

253 — Commission  Reports  of  Decisions. 

Missouri   Public    Service   Commission    Reports.     Volume   2.     811 

pages. 

The  Missouri  Commission  has  issued  its  second  report  of  decisions.  The  volume 
contains  the  opinions  and  orders  of  the  Commission  for  the  period  from  September 
25,  1914  to  December  31,  1915. 

MUNICIPALITIES 

830— Public  Ownership. 

More  Truth  About  Cleveland's  Municip.al  Light  Plant.  Public 
Serdce,  May,  1916.     3  pages,     p.  141. 

Using  the  official  figures  from  the  Cleveland  .Municipal  plant  for  gross  income 
and  operating  expenses  for  the  year  1915,  it  is  shown  that  the  mimicipal  venture 
resulted  in  a  lo.ss  for  the  year"^of  over  $122,600.  Lighting  Commissioner  Davis 
is  quoted  as  saying,  in  regard  to  the  records. of  the  municipal  plant: 

"It's  simply  one  hopeless  snarl  after  another.  I  haven't  any  idea  at  all  where 
Ave  stand.  Take  the  white  way  lighting  system,  for  example.  My  predecessors 
evidentlv  figured  on  a  bond  issue  this  year,  so  they  went  ahead  and  laid  con- 
duits and  cables  through  downtown  streets.  The  result :  The  .$200,000  white  way 
bond  issue  is  gone,  the  system  is  not  completed,  there  is  no  hope  of  a  bond 
issue  this  year  and  the  over-expenditures  on  this  item  alone  will  top  $100,000. 
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"I  can't  figure  operating  costs  because  I  can't  tell  what  to  charge  to  operation 
and  what  to  construction.  The  audit,  because  of  the  condition  of  the  books, 
will  take  almost  two  years.     Not  until  then  can  I  tell  how  we're  coming  out." 

An  audit  of  the  plant  is  being  made  for  the  city  council. 

He  says  further: 

"We  have  no  money  to  make  extensions  and  have  to  cut  down  our  force  40 
per  cent.     No  new  customers  are  to  be  taken  on  for  the  present. 

"It's  true  that  were  we  to  build  the  plant  today,  we  could  buy  far  and  away 
better  generators.  The  day  is  not  far  distant  when  it  will  pay  us  to  throw 
out  our  three  5,000-kilowatt  machines  and  install  new  ones." 

No  depreciation  fund  has  been  provided  to  take  care  of  such  replacements. 

COURT  DECISION  REFERENCES 

831 — Purchase  By  Municipality. 

City  of  Des  Moines,  Iowa,  v.  Des  Moines  Water  Co.  et  al.  Deci- 
sion of  the  Circuit  Court  of  Appeals,  Eighth  Circuit.  February  24, 
1916.     230  Federal  570. 

In  condemnation  proceedings  instituted  by  the  City  of  Des  Moines  for  the  taking 
over  of  the  property  of  the  waterworks  company,  the  value  of  the  property  was 
fbced  by  the  District  Court  of  the  United  States  upon  appeal  from  the  findings  of 
the  lower  courts,  and  the  plaintiff  was  given  one  year  from  the  date  of  the  entry  of 
the  judgment  to  make  payment  to  the  company.  The  judgment  further  provided 
that  the  value  of  additions  and  extensions  to  the  property  made  subseciuent  to 
the  date  of  the  valuation  was  to  be  paid  for  by  the  city  in  the  amount  agreed 
upon  or  as  fixed  by  future  proceedings  in  the  Court.  Jurisdiction  in  the  matter 
was  retained  by  the  Court  until  final  settlement.  While  these  proceedings  were 
pending,  the  statute  governing  the  issuance  of  bonds  by  municipalities  was  changed 
by  the  General  Assembly  of  the  State  so  as  to  require  the  affirmative  vote  to  be  a 
majority  of  all  votes  cast  at  the  last  preceding  municipal  election.  The  propo- 
sition to  issue  the  necessary  bonds  for  the  purchase  of  the  waterworks  in  accordance 
with  the  terms  fixed  by  the  Court  was  submitted  to  a  vote  on  three  different 
occasions  and  each  time  failed  to  receive  the  required  majority  vote.  There- 
upon, the  City  asked  the  Court  to  extend  the  time  for  payment.  The  District 
Court  denied  the  request,  and  the  case  was  appealed  to  the  Circuit  Court  of 
Appeals.  The  decision  of  the  higher  court  affirms  the  judgment  of  the  District 
Court. 

The  City  claimed  that  "as  under  the  judgment  of  the  court  the  defendant  is  to 
retain  the  water  plant  system,  and  have  the  earnings  thereof,  and  is  to  be  paid 
for  all  additions  and  extensions  to  said  plant  and  system,  no  damage  or  loss  could 
possibl}'  result  to  the  defendant,  if  the  time  for  such  pa3'ment  should  be  extended 
by  the  court." 

The  Circuit  Court  of  Appeals  says: 

"A  complete  reply  to  this  contention  is:  What  guaranty  is  there  that,  if  the 
time  is  extended,  the  necessary  majority  could,  within  a  reasonable  time, 
or  ever,  be  obtained,  to  issue  the  bonds,  which  are  the  only  means  as  alleged 
in  the  petition,  the  citj'  has,  to  pay  for  the  waterworks?  At  three  elections 
the  necessary  majority  could  not  be  obtained.  To  require  the  defendant  to 
hold  the  property  subject  to  such  an  micertainty  would  work  great  injustice, 
not  only  to  the  defendant,  but  also  to  the  city,  for,  imder  these  circumstances, 
the  companj^  may  not  be  inclined  to  expend  the  moneys  necessary  to  maintain 
the  system  in  that  perfect  condition  so  essential  for  the  health  of  the  people 
of  the  city  and  the  protection  of  its  property  from  fire  loss.  The  fact  that 
the  court  has,  by  the  reservation  in  the  judgment,  the  right  to  grant  compen- 
sation for  such  additions,  betterments  and  improvements  maj'  and  probably 
will  lead  to  further  litigation,  as  the  parties  may  not  agree  on  the  amounts 
expended  for  such  additions,  and  the  necessity  for  them." 
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BOUND  VOLUMES  OF  RATE  RESEARCH 

Rate  Research  does  not  render  you  a  complete  service  unless  you  are  in 
possession  of  a  file  of  the  issues  of  this  publication  for  the  past  four 
years.  The  announcement  is  made  to  new  subscribers  and  to  those  in 
attendance  at  the  Chicago  Convention  who  receive  this  issue  of  Rate 
Research  that  back  numbers  are  available  in  bound  form. 

Rate  Research  has  been  published  during  the  most  important  period 
in  the  development  of  commission  regulation  and  in  the  study  of  electric 
rate  theory  and  practice.  It  constitutes  a  valuable  file  of  classified 
information  gathered  during  such  period.  The  Rate  Research  Classi- 
fication was  prepared  to  classify  valuable  information  regarding  electric 
rate  schedules,  changes  in  electric  rates,  rate  theory  and  practice, 
investment  and  return,  public  service  regulation — law  and  practice, 
and  other  related  subjects  of  interest  to  electric  companies. 

This  Classification  is  given  complete  in  the  last  issue  in  each  \'olume — 
the  index  number — as  a  subject  index  to  the  volume.  If  you  are 
interested  in  any  subject  upon  which  information  is  given  in  this  issue, 
reference  to  the  number  and  heading  in  the  classified  index  to  the 
volumes  previously  issued  will  refer  you  to  all  related  information 
published  in  Rate  Research. 

Beginning  January  17, 1912,  a  weekly  mimeographed  BuHetinwas  issued 
by  the  Rate  Research  Committee  for  member  companies.  It  was 
found  that  sufficient  copies  could  not  be  secured  in  this  manner  and  the 
publication  of  the  regular  printed  weekly  was  begun.  This  publication 
was  started  October,  1912,  as  No.  1  of  Volume  II,  the  mimeographed 
copies  constituting  Volume  I.  Copies  of  Volume  I  are  not  now  avail- 
able. The  issues  from  October,  1912,  to  April,  1916,  are  contained  in 
Volumes  II  to  VIII,  inclusive,  each  volume  binding  the  issues  for  a 
period  of  six  months.  These  volumes  may  be  obtained  in  uniform, 
substantial  binding  at  $8.00  per  volume. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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RATES 
CHICAGO,  ILLINOIS 

720— Rate  Schedules. 

Commonwealth  Edison  Company,  Chicago,  Illinois  (Population 
2,185,283),  Proposed  Reductions  in  Electric  Rates,  Filed  with  the 
Illinois  Public  Utilities  Commission,  to  Be  Made  Effective  July  1, 
1916. 

The  Commonwealth  Edison  Company  has  filed  new  rate  schedules  with 
the  State  Commission,  representing  an  annual  reduction  to  the  con- 
sumers of  electricity  in  Chicago  of  nearly  $1,000,000.  The  company 
proposes  to  put  the  reduced  rates  in  effect  July  1.  The  Commission 
has  taken  no  action  with  regard  to  these  changes. 
The  maximum  net  rate  is  reduced  from  10  cents  net  to  9  cents  net, 
applying  to  all  retail  customers,  both  lighting  and  power.  In  addition, 
substantial  reductions  are  made  in  the  wholesale  schedule. 

The  reduction  is  made  voluntarily  by  the  Company,  as  the  present 
city  ordinance  gives  the  Company  authority  to  charge  10  cents  net  as 
the  primary  rate.  The  Company  states  that  this  reduction  in  rates  is 
in  accord  with  its  policy  of  voluntarily  reducing  rates  as  fast  as  can  be 
done  with  safety  from  an  economic  point  of  view.  Improvements 
in  the  electrical  art,  utilitizing  the  principle  of  monopoly  of  pro- 
ducing and  distributing  electrical  energy  (which  permits  the  Company 
to  utilize  diversities  of  demand),  and  increase  in  the  density  of 
population  enable  the  Company  to  reduce  its  cost,  and  hence  the  price 
to  the  public. 

The  secondary  and  tertiary  rates  for  retail  customers  are  5  cents  and 
3  cents,  the  tertiary  rate  being  reduced  from  4  cents  to  3  cents  on 
March  1,  1914, 

A  minimum  monthly  bill  of  50  cents  is  provided  in  the  revised  schedule 
for  general  service. 

The  following  are  the  complete  schedules  of  the  Company,  with  the 
proposed  changes  in  the  first  four  schedules  noted  by  italics: 


RATE  A. 

GENERAL  SERVICE. 

Available  for  any  Customer  using  the  Company's  standard  service  for  lighting 

purposes,  or  for  both  lighting  and  power  purposes;  provided  that  electricity  will 

not  be  furnished  hereunder  for  welding  machines,  wireless  telegraph  apparatus  or 

other  power  apparatus  in  which  the  use  of  electricity  is  intermittent  or  subject 

to  violent  fluctuation,  and  the  operation  of  which  may  interfere  with  lighting 

service. 

"Power"  is  defined  as  electric  service  used  for  any  purpose  other  than  lighting. 
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Rate. 

10  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  or  less  than  the 
first  30  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

6  cents  per  kilowatt-hour  for  additional  electricity  used  equivalent  to  or  less 
than  the  next  30  hours'  use  per  month  of  the  maximum  demand. 

3  cents  per  kilowatt-hour  for  all  electricity  used  per  month  in  excess  of  the 
equivalent  of  60  hours'  use  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

(a)  Where  the  rated  capacity  of  the  installation  connected  exceeds  1^  kilo- 
watts, measurement  is  by  maximum  demand  indicators;  provided,  that  if  the 
total  rated  capacity  of  any  alternating  current  power  installation  connected 
is  less  than  10  horse  power,  the  maximum  demand  of  such  power  installation 
may,  at  the  Company's  option,  be  deemed  to  be  85%  of  such  rated  capacity 
where  only  one_^motor  is  installed,  and  75%  wdiere  more  than  one  motor  is 
installed. 

(b)  Where  the  rated  capacity  of  the  installation  connected  is  U  kilowatts  or 
less,  unless  the  maximum  demand  be  determined  by  maximum  demand  indi- 
cators (as  it  may  be,  at  the  Company's  option),  the  mmiber  of  kilowatt-hours 
equivalent  to  30  hours'  use  per  month  of  the  maximum  demand  will  be  esti- 
mated and  fixed  in  accordance  with  the  table  set  out  below: 

A.  The  figures  in  line  "A"  of  the  table  designate  the  rated  capacity ,_  in 
watts,  of  installation  connected.  (Where  the  lighting  installation  has  a 
total  rated  capacity  of  li  kilowatts  or  less,  motors  having  a  total  rated 
capacity  of  1  horse  power  or  less,  and  any  household  utensil  having  a  rated 
capacity  of  660  watts  or  less,  are  disregarded  in  determining  the  rated  capa- 
city of  installation  connected.) 

B.  The  figures  in  line  "B"  of  the  table  designate  the  number  of  kilowatt 
hours  equivalent  to  30  hours'  use  per  month  of  the  maximum  demand  in 
the  case  of  commercial  Customers. 

C.  The  figures  in  line  "C"  of  the  table  designate  the  number  of  kilowatt 
hours  equivalent  to  30  hours'  use  per  month  of  the  maximum  demand  in 
the  case  of  residence  Customers. 

0    81    131  181  231  275  325  375  425  475  .525  575  625  675  725  775 

A    to    to    to    to    to    to    to     to    to    to    to    to    to    to    to    to 

80  130  180  230  274  324  374  424  474  524  574  624  674  724  774  824 

B 2     3      5      6      8      9     10    11     12    13     14    15    16    17     18     19 

C 2     3      5      6      7      8      9      10    10    11     11     12     12     13     13     14 


825  875  925   975    1025  1075  1125  1175  1225  1275  1325  1375  1425  1475 

A to    to    to      to      to      to      to      to      to      to      to      to      to      to 

874  924  974  1024  1074  1124  1174  1224  1274  1324  1374  1424  1474  1500 

B 20    21    22     23      24      25      26      27      28      29      30      31      32      33~ 

C 14    15     15     16      16      17       18      18      19       19      20      20      21      22 

(c)  Where  electricity  is  used  hereunder  for  both  lighting  and  power  purposes, 
and  each  class  of  service  is  metered  separately,  the  Customer's  maxinium 
demand  hereunder  for  any  month  shall  be  the  sum  of  the  separately  ascertained 
lighting  and  power  demands  for  the  month. 
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Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  from  the  portion  of  any  monthly  bill  represented  by 
charges  at  the  10  cent  rate,  or  at  the  10  and  6  cent  rates,  provided  the  bill  be 
paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

50  cents  per  monih  per  meter;  except  that  where  n  portion  of  the  connected  installa- 
tion is  power  apparatus  {other  than  any  household  utensil  having  a  rated  capacity 
of  660  ivatts  or  less)  the  minimmn  charge  shall  be  50  cents  per  month  for  each  horse 
power,  or  fraction  thereof,  of  the  total  rated  capacity  of  such  power  apparatus. 

RATE  B. 

REGULAR  POWER  SERVICE. 

Available  for  any  Customer  using  the  Company's  standard  service  for  power 
purposes.  "Power"  is  defined  as  electric  service  used  for  any  purpose  other  than 
lighting. 

Rate. 

10  cents  per  kilowatt-hour  for  electricity  used  equivalent  to  or  less  than  the 
first  30  hours'  use  per  month  of  the  maximum  demand  in  the  month. 

6  cents  per  kilowatt-hour  for  additional  electricity  used  ecjuivalent  to  or  less 
than  the  next  30  hours'  use  per  month  of  the  maximum  demand. 

3  cents  per  kilowatt-hour  for  all  electricity  used  per  month  in  excess  of  the 
equivalent  of  60  hours'  use  of  the  maximum  demand. 

Whenever  the  portion  of  any  monthly  bill  for  electricity  represented  by 
charges  at  the  6  cent  rate,  or  at  the  6  and  3  cent  rates,  shall  (after  deducting 
the  discount  for  prompt  paj^ment  hereinafter  meritioned),  exceed  $45.00,  the 
Company  will  also  allow  a  discount  from  such  portion  in  accordance  with  the 
following  table: 

When  such  portion  is  $    45.00,  no  discount. 

When  such  portion  is  50.00,  10  per  cent  discount. 

When  such  portion  is  100.00,  15  per  cent  discount. 

When  such  portion  is  150.00,  20  per  cent  discount. 

When  such  portion  is  200.00,  25  per  cent  discount. 

When  such  portion  is  300.00,  30  per  cent  discount. 

When  such  portion  is  400.00,  35  per  cent  discovmt. 

When  such  portion  is  500.00,  40  per  cent  discount. 

When  such  portion  is  750.00,  45  per  cent  discount. 

When  such  portion  is  1,000.00,  50  per  cent  discount. 

Intermediate  discounts  will  be  determined  by  interpolation. 

Determination  of  Maximum  Demand. 

Direct  Current. 

By  maximum  demand  indicators;  provided,  that  if  the  total  rated  capacity 
of  the  installation  connected  is  11  kilowatts  or  less,  the  maximum  demand 
may,  at  the  Company's  option,  be  deemed  to  be  85%  of  such  rated  capacity, 
where  only  one  motor  is  installed,  and  75%,  where  more  than  one  motor  is 
installed. 

Alternating  Current. 

(a)  Where  the  total  rated  capacity  of  the  installation  connected  is  10 
horse  power  or  more,  by  maximum  demand  instruments.  In  such  case  the 
maximum  demand  in  any  month  shall  be  the  average  number  of  kilowatts 
indicated  or  recorded  in  the  30-minute  interval  in  which  the  consumption 
of  electricity  is  greater  than  in  any  other  30-minute  interval  in  the  month. 

(b)  Where  the  total  rated  capacity  of  the  installation  connected  is  less 
than  10  horse  power,  the  maximum  demand  (unless  determined  by  maximum 
demand  indicators — as  it  may  be  at  the  Company's  option),  will  be  deemed 
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to  be  85%  of  such  rated  capacity,  where  only  one  motor  is  installed,  and 
75%,  where  more  than  one  motor  is  installed. 

Note. — In  the  case  of  hoists,  elevators,  welding  machines,  furnaces  and  other 
installations,  where  the  use  of  electricity  is  intermittent  or  subject  to  violent 
fluctuation,  the  Company  reserves  the  right  to  require  the  Customer  to  provide 
at  his  own  expense  suitable  equipment  to  reasonably  limit  such  intermittence  or 
fluctuation,  and,  if  the  current  used  be  alternating  current,  and  if  the  installation 
has  a  total  rated  capacity  of  10  horse  power  or  more,  the  Company  will  base  the 
Customer's  maximum  demand  upon  a  5-minute  instead  of  a  30-minute  interval. 

Prompt  Payment  Discount. 

1  cent  per  kilowatt-hour  from  the  portion  of  any  monthly  bill  represented  by 
charges  at  the  10  cent  rate,  or  at  the  10  and  6  cent  rates,  provided  the  bill  be 
paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

50  cents  per  month  for  each  horse  power,  or  fraction  thereof,  of  the  total  rated 
capacity  of  the  motor  or  motors  or  other  apparatus  connected. 

RATE  C. 

LARGE  LIGHT  AND  POWER  SERVICE. 

Alternating  Current — Low  Tension. 

Available  for  any  Customer  using  the  Company's  standard  service. 

Rate. 

Demand  Charge.     (Monthly  or  yearly,  at  the  Customer's  option,  to  be  sig- 
nified in  the  contract  for  service.) 

Monthly. 

S2.00  per  month  per  kilowatt  of  the  maximum  demand  in  the  month. 

Yearly. 

.S2.00  per  month  per  kilowatt  for  the  first  200  kilowatts  of  the  number 
of  kilowatts  constituting  the  basis  for  the  demand  charge  for  the  month, 
ascertained  in  the  manner  hereinafter  provided. 

$1.50  per  month  per  kilowatt  for  the  excess,  if  any,  over  200  kilowatts 
of  the  number  of  kilowatts  constituting  the  basis  for  the  demand  charg  e 

for  the  month. 

Energy  Charge.     (la  addition  to  the  demand  charge,  for  all  electricity  used.) 

3  cents  per  kilowatt-hour  for  the  first  5,000  kilowatt-hours  of  consumption  in  any 

month. 

1.1  cent  per  kilowatt-hour  for  the  next  25,000  kilowatt-hours  of  consumption 

in  the  month. 

.9  cent  per  kilowatt-hour  for  the  next  70,000  kilowatt-hours  of  consumption 
in  the  month. 

.65  cent  per  kilowatt-hour  for  the  excess  consumption  in  the  month  over 
100,000  kilowatt-hours. 

Determination  of  Maximum  Demand. 

Aleasurcment  is  by  maximum  demand  instruments.  Where  the  demand  charge- 
is  on  monthly  basis,  the  maximum  demand  of  electricity  supplied  in  any  month 
shall  be  the  average  number  of  kilowatts  indicated  or  recorded  in  the  30-minute 
interval  in  such  month  in  which  interval  the  consimiption  of  electricity  here- 
under is  greater  than  during  anj'  other  30-minute  interval  in  such  month; 
and  where  the  demand  charge  is  on  yearly  basis  the  maximvmi  demand  in  any 
month  shall  be  the  average  number  of  kilowatts  indicated  or  recorded  in  the 
three  30-minute  intervals  in  such  month  (one  to  be  selected  from  each  of  three 
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different  days)  in  which  intervals  the  consumption  of  electricity  hereunder 
is  greater  than  during  any  other  three  30-minute  intervals  (similarly  selected) 
in  such  month;  provided,  that  in  the  case  of  hoists,  elevators,  welding  machines, 
furnaces  and  other  installations,  where  the  use  of  electricity  is  intermittent 
or  subject  to  violent  fluctuation,  the  Company  reserves  the  right  to  require 
the  Customer  to  provide,  at  his  own  expense,  suitable  equipment  to  reason- 
ably limit  such  intermittence  or  fluctuation,  and  will  base  the  Customer's 
maximum  demand  (determined  as  aforesaid),  ujjon  5-minute  instead  of  30- 
minute  intervals. 

Basis  for  demand  charge  (yearly) . — Where  the  demand  charge  is  on  yearly 
basis,  the  demand  charge  for  any  month  shall  be  ascertained  in  the  manner 
provided  in  this  paragraph.  The  maximum  demand  for  the  first  month  of  the 
term  shall  be  the  basis  for  the  demand  charge  for  that  month  and  for  each 
of  the  next  succeeding  11  months,  unless  in  one  of  such  months  a  higher  maxi- 
mum demand  shall  occur.  If  the  maximum  demand  for  any  month  daring  the 
life  of  the  contract  shall  exceed  the  basis  for  the  demand  charge  for  the  next 
preceding  month,  such  higher  maximum  demand  shall  be  taken  and  considered 
to  be  the  basis  for  the  demand  charge  for  the  month  in  which  such  higher 
maximum  demand  occurs  and  for  each  of  the  next  succeeding  11  months,  unless 
a  still  higher  maximum  demand  occurs  within  one  of  such  succeeding  months. 
If  diu'ing  any  period  of  12  consecutive  months  the  basis  for  the  demand  charge 
shall  not  be  increased  and  a  new  basis  created  as  above  provided,  the  maximum 
demand  for  the  month  immediately  following  the  expiration  of  such  period 
shall  be  the  basis  for  the  demand  charge  for  such  following  month  and  for  each 
of  the  next  succeeding  11  months,  unless  in  one  of  such  succeeding  months  a 
higher  maximum  demand  shall  occur. 

Prompt  Payment  Discount. 

10  per  cent  of  the  total  amount  of  the  energy  charges,  only,  for  any  month, 
when  the  bill  for  the  month  is  paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

Where  the  demand  charge  is  on  monthly  basis,  the  Customer  must  agree  to  pay  for 
each  month  a  devmnd  charge  of  not  less  than  S50.00  (being  $2.00  per  kiloivatt,  reck- 
oned upon  25  kilowatts;  arid  where  the  demand  charge  is  on  yearly  basis,  the 
Customer  must  agree  to  pay  for  each  month  a  demand  charge  of  not  less  than 
$400.00  (being  $2.00  per  kilowatt,  reckoned  upon  200  kilowatts). 


RATE  C. 
LARGE  LIGHT  AND  POWER  SERVICE. 

Direct  Current. 

Available  for  any  Customer  using  the  Company's  standard  service. 

Rate. 

Demand  Charge. — (Monthly  or  yearly,  at  the  Customer's  option,  to  be  sig- 
nified in  the  contract  for  service.) 

Monthly. 

$2.20  per  month  per  kiloumtt  of  the  maximum  demand  in  the  month. 

Yearly. 

$2.2.5  per  month  per  kilowatt  for  the  first  200  kilowatts  of  the  number 
of  kilowatts  constituring  the  basis  for  the  demand  charge  for  the  month, 
ascertained  in  the  mamier  hereinafter  provided. 

$1.75  per  month  per  kilowatt  for  the  excess,  if  any,  over  200  kilowatts 
of  the  niunber  of  kilowatts  constituting  the  basis  for  thedemand  charge 
for  the  month. 
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Energy  Charge.     (In  addition  to  the  demand  charge,  for  all  electricity  used.) 

3  cents  per  kilowatt  hour  for  the  first  5,000  kilowatt  hours  of  consumption  in  any 
month. 

1.3  cents  per  kilowatt  hour  for  the  next  25,000  kilowatt  hours  of  consumption 
in  the  month. 

1.1  cents  per  kilowatt-hour  for  the  next  70,000  kilowatt-hours  of  consump- 
tion in  the  month. 

0.9  cent  per  kilowatt-hour  for  the  excess  consumption  in  the  month  over 
100,000  kilowatt  hours. 

Determination  of  Maximum  Demand. 

(Same  as  in  "Large  Light  and  Power  Service — Alternating  Current — Low 
Tension.") 

Prompt  Payment  Discount. 

10  per  cent  of  the  total  amount  of  the  energy  charges,  only,  for  any  month, 
when  the  bill  for  the  month  is  paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

Where  the  demand  charge  is  on  monthly  basis,  the  Customer  7nust  agree  to  pay  for 
each  mo7ith  a  demand  charge  of  not  less  than  $5.5.00  {being  $2.20  per  kilowatt,  reck- 
oned upon  25  kilowatts);  and  where  the  demand  charge  is  on  yearly  basis,  the 
Customer  must  agree  to  pay  for  each  month  a  demand  charge  of  not  less  than 
$450.00  (being  $2.25  per  kilowatt,  reckoned  upon  200  kilowatts). 


RATE  C. 
LARGE  LIGHT  AND  POWER  SERVICE. 

Limited  Hour  Service — Alternating  Current — Low  Tension. 

Available  for  any  Customer  using  the  Company's  standard  service,  where  the 
Customer  agrees  (1)  that  the  Company  shall  not  be  required  to  supply  electricity 
at  any  time  during  the  peak  period  (as  hereinafter  defined),  in  excess  of  10  per 
cent  of  the  highest  monthly  maximum  demand  recorded  under  the  contract  in 
the  off-peak  period  (as  hereinafter  defined),  during  the  last  preceding  12  months; 
and  (2)  that  the  Company  may  cut  off  the  Customer's  supply  in  excess  of  such 
amount  at  any  time  during  said  peak  period,  and  also  at  any  time  during  the 
interval  between  4:.30  P.  M.  and  8:30  P.  M.  of  each  day  (except  Sundays),  in  the 
calendar  month  of  October. 

The  "peak  period"  is  defined  as  the'period  of  time  between  the  hours  of  4:00  P.  M. 
and  8:.30  P.  M.  of  each  daj^  (except  Sundays),  in  the  calendar  months  of  November, 
December  and  January  and  between  the  hours  of  4:30  P.  M.  and  8:30  P.  M.  of 
each  day  (except  Sundays),  in  the  calendar  month  of  February.  All  other  time 
is  referred  to  as  the  "off-peak  period." 

Rate. 

Off-Peak  Demand  Charge. 

$1.40  per  month  per  kilowatt  for  the  first  50  kilowatts  of  the  maximum 
demand  in  the  off-peak  period  of  the  month. 

75  cents  per  month  per  kilowatt  for  the  excess,  if  any,  of  the  maximum 
demand  in  the  off-peak  period  of  the  month  over  50  kilowatts. 

Peak  Demand   Charge. — (In  addition  to  the  foregoing,  in  case  of  service 

during  peak  period.) 

$1.00  per  month  per  kilowatt  for  the  first  50  kilowatts  of  the  number  of 
kilowatts  constituting  the  basis  for  the  peak  demand  charge  for  the  month, 
ascertained  in  the  manner  hereinafter  provided. 

$1.25  per  month  per  kilowatt  for  the  excess,  if  any,  over  50  kilowatts,  of 
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the  number  of  kilowatts  constituting  the  basis  for  the  peak  demand  charge 
for  the  month. 

Energy  Charge. — (In  addition  to  the  demand  charges,  for  all  electricity  used.) 

5  cents  per  kilowatt-hour  for  the  first  1,000  kilowatt-hours  of  consumption 
in  any  month. 

3  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours  of  consumption 
in  the  month. 

1.1  cents  per  kilowatt  hour  for  the  next  25,000  kilowatt-hours  of  consump- 
tion in  the  month. 

.9  cent  per  kilowatt-hour  for  the  next  70,000  kilowatt-hours  of  consump- 
tion in  the  month. 

.65  cent  per  kilowatt-hour  for  the  excess  consumption  in  the  month  over 
100,000  kilowatt-hours. 

Determination  of  Maximum  Demand. 

Measurement  is  by  maximum  demand  instruments.  The  maximum  demand  of 
electricity  supplied  in  the  ofT-peak  period  of  any  month  shall  be  the  average 
mnnber  of  kilowatts  indicated  or  recorded  in  the  30-minute  interval  in  the 
off-peak  period  of  such  month  in  which  interval  the  consumption  of  electricity 
hereunder  is  greater  than  in  any  other  30-minute  interval  in  the  off-peak 
period  of  such  month;  and  the  maximum  demand  of  electricity  supplied  in  the 
peak  period  of  any  month  shall  be  the  average  number  of  kilowatts  indicated 
or  recorded  in  the  three  30-niinute  intervals  in  the  peak  period  of  such  month 
(one  to  be  selected  from  each  of  three  different  days),  in  which  intervals  the 
consumption  of  electricity  hereunder  is  greater  than  during  any  other  three 
30-minute  intervals  (similarly  selected),  in  the  peak  period  of  such  month; 
provided,  that  in  the  case  of  hoists,  elevators,  welding  machines,  furnaces 
and  other  installations,  where  the  use  of  electricity  is  intermittent,  or  subject 
to  violent  fluctuation,  the  Company  reserves  the  right  to  require  the  Customer 
to  provide,  at  his  owai  exisense,  suitable  equipment  to  reasonably  limit  such 
intermittence  or  fluctuation,  and  will  base  the  Customer's  maximum  demand 
(determined  as  aforesaid),  upon  5-minute  instead  of  30-minute  intervals. 

Basis  for  Peak  Demand  Charge. — The  peak  maximum  demand  for  the  month 
during  any  peak  period  of  w^hich  electricity  shall  first  be  used  shall  be  the 
basis  for  the  peak  demand  charge  for  that  month  and  for  each  of  the  next  suc- 
ceeding 11  months,  unless  in  one  of  such  months  a  higher  peak  maximum  demand 
shall  occur.  If  the  peak  maximum  demand  for  any  month  during  the  life  of 
the  contract  shall  exceed  the  basis  for  the  peak  demand  charge  for  the  next 
preceding  month,  such  higher  peak  maximum  demand  shall  be  taken  and  con- 
sidered to  be  the  basis  for  the  peak  demand  charge  for  the  month  in  which 
such  higher  peak  maximum  demand  occurs  and  for  each  of  the  next  succeeding 
11  months,  unless  a  still  higher  peak  maximum  demand  occurs  in  one  of  such 
succeeding  months.  If  during  any  period  of  12  consecutive  months  the  basis 
for  the  peak  demand  charge  shall  not  be  increased  and  a  new  basis  created, 
as  above  provided,  the  peak  maximum  demand  for  the  month  following  the 
expiration  of  such  12-month  period  during  any  peak  period  of  which  month 
electricity  shall  next  be  used  shall  be  the  basis  for  the  peak  demand  charge 
for  such  following  month  and  for  each  of  the  next  succeeding  11  months,  unless 
in  one  of  such  succeeding  months  a  higher  peak  maximum  demand  shall  occur. 

Prompt  Payment  Discount. 

10  per  cent  of  the  total  amount  of  the  energy  charges,  only,  for  any  month, 
when  the  bill  for  the  month  is  paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

The  Customer  must  agree  to  pay  for  each  month  an  off-peak  demand  charge 
of  not  less  than  $70.00  (being  .|1.40  per  kilowatt,  reckoned  upon  50  kilowatts), 
and  must  also  agree  that  his  total  payments  for  each  year  of  the  contract  term 
(not  including  any  of  the  payments  on  account  of  the  peak  demand  charge), 
shall  be  not  less  than  an  amoimt  found  by  multiplying  $20.00  by  the  number 
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of  kilowatts  in  the  Customer's  highest  monthly  maximum  demand  in  such 
year,  and  if  at  the  end  of  any  year  it  appears  that  such  total  payments  for  such 
year  are  less  than  the  amoiuit  so  found,  then  the  Customer  shall,  upon  the 
Company's  rendering  a  bill,  promptly  pay  the  difference. 

RATE   C. 

LARGE  LIGHT  AND  POWER  SERVICE. 
Limited  Hour  Service — Direct  Current. 

Application  same  as  for  "Large  Light  and  Power  Service — Limited  Hour  Service — 
Alternating  Current — Low  Tension." 

Rate. 

Off-Peak  Demand  Charge. 

$1.40  per  month  per  kilowatt  for  the  first  50  kilowatts  of  the  maximum 
demand  in  the  off-peak  period  of  the  month. 

90  cents  per  month  per  kilowatt  for  the  excess,  if  any,  of  the  maximum 
demand  in  the  ofT-peak  period  of  the  month  over  50  kilowatts. 

Peak   Demand   Charge. —  (In  addition  to  the   foregoing,  in  case  of  service 

during  peak  period.) 

$1.20  per  month  per  kilowatt  for  the  first  50  kilowatts  of  the  number  of 
kilowatts  constituting  the  basis  for  the  peak  demand  charge  for  the  month, 
ascertained  in  the  manner  hereinafter  provided. 

$L30  per  month  per  kilowatt  for  the  excess,  if  any,  over  50  kilowatts,  of 
the  number  of  kilowatts  constituting  the  basis  for  the  peak  demand  charge 
for  the  month. 

Energy  Charge. —  (In  addition  to  the  demand  charges  for  all  electricity  used.) 

5  cents  per  kilowatt-hour  for  the  first  1,000  kilowatt-hours  of  consumption 

in  any  month. 

3  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours  of  consumption 

in  the  month. 

L3  cents  per  kilowatt-hour  for  the  next  25,000  kilowatt-hours  of  consumption 

in  the  month. 

1.1  cents  per  kilowatt  hour  for  the  next  70,000  kilowatt-hours  of  consumption 

in  the  month. 

0.9  cent  per  kilowatt-hour  for  the  excess  consumption  in  the  month  over 

100,000  kilowatt-hours. 

Determination  of  Maximum  Demand. 

(Same  as  for  "Large  Light  and  Power  Service — Limited  Hour  Service — 
Alternating  Current — Low  Tension.") 

Prompt  Pajrment  Discount. 

10  per  cent  of  the  total  amount  of  the  energy  charges,  only,  for  any  month , 
when  the  bill  for  the  month  is  paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

(Same  as  for  "Large  Light  and  Power  Service — Limited  Hour  Service — 
Alternating  Current — Low  Tension.") 

OTHER  SCHEDULES. 

Other  schedules  in  effect  are  "Alternating  Current  Untransformed,"  "Limited 
Hour  Service — Alternating  Cvu'rent  Untransformed,"  "Sign  Lighting  Service," 
"Flat  Rate  Lighting  Service." 

"AiLxiliary  or  Break  Down  Service"  is  provided  for  in  the  Company's  standard 
rider. 
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COMMISSION  DECISIONS 

MAINE 

300 — Investment  and  Return. 

Butler  et  al.  v.  Lewiston,  Augusta  and  Waterville  Street  Rail- 
way, Complaining  of  Certain  Rates  of  Fare  for  Street  Railway  Service. 
Decision  of  the  Maine  Public  Utilities  Commission,  Fixing  Rates. 
March  28,  1916. 

In  this  case,  the  Commission  determined  the  original  cost  of  the  prop- 
erty as  shown  by  the  company's  books  and  records.  No  other  estimate 
of  value  was  considered.  The  original  cost  was  used  because  the  com- 
pany's records  were  very  complete  and  cancelled  receipts  were  shown 
for  pr'actically  all  expenditures  in  the  property,  and  there  appeared  to 
be  no  evidence  of  misrepresentation  in  the  company's  statements. 

362^Accrued  Depreciation. 

From  these  original  cost  figures  the  Commission  made  no  deduction 
for  accrued  depreciation. 

The  Commission  says: 

"Depreciation  is  deferred  maintenance,  and  in  a  case  where  any  pub- 
lic utility  had  permitted  its  plant  or  any  substantial  portion  thereof 
to  become  insufficient  or  inadequate  on  account  of  failure  to  properly 
maintain  the  same,  such  condition  would  be  actual  depreciation  and 
should  be  properly  noticed  by  decreasing  the  original  cost  of  the 
property  by  such  an  amount  as  it  had  actually  depreciated.  This 
would  be  just  and  fair  because  the  company  is  taking  from  the 
public  in  the  form  of  rates,  tolls  or  charges  certain  money,  and  dis- 
tributing it  to  its  stockholders  in  the  form  of  dividends,  when  a  cer- 
tain portion  of  such  amount  should  be  laid  out  upon  the  property 
in  keeping  it  up  to  as  near  100  per  cent,  efficiency  as  possible.  If, 
on  the  other  hand,  a  public  utility  company  is  spending  a  sufficient 
amount  each  year  to  properly  maintain  all  of  its  property,  and  as  a 
result  thereof  its  plant  is  rendering  nearly  100  per  cent,  service,  it 
would  be  unfair  to  deduct  any  considerable  amount  for  depreciation 
for  the  reason  that  the  company  would  thereafter  receive  its  return 
upon  this  reduced  value,  and  being  obliged  to  charge  and  receive  no 
more  than  reasonable  rates  upon  a  fair  value,  would  never  be  able 
to  oljtain  a  sufficient  amount  to  place  and  maintain  its  particular 
property  in  proper  and  efficient  condition." 

No  deduction  is  made  in  this  case  because  the  Commission  finds  that 
the  Company  "maintains  its  roadbed,  tracks,  poles,  wires,  car  barns,  and 
power  plant  in  excellent  condition",  and  "maintains  such  a  deprecia- 
tion reserve  upon  equipment  as  satisfies  the  requirements  of  the  Inter- 
state Commerce  Commission." 
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340 — Rate  of  Return. 

The  Commission  finds  that  the  company  is  earning  eight  and  one-half 
per  cent,  and  the  Commission  says: 

"This  per  cent  of  return  we  find  to  be  no  more  than  fair. 

"In  passing,  and  as  this  is  the  first  case  in  which  the  Commission 
has  been  required  to  determine  whether  a  specific  rate  of  return  on 
investment  was  reasonable,  something  may,  perhaps,  be  said  with 
profit  on  the  abstract  question.  At  first  view  it  may  be  said  that 
8|  per  cent,  is  a  very  liberal  allowance;  that  a  figure  more  nearly 
like  that  paid  for  ordinary  loans  would  be  equitable.  We  believe, 
however,  that  on  inspection  most  people  will  agree  that  this  is  not 
true. 

"So  long  at  least  as  the  charge  is  not  greater  than  the  value  of  the 
service,  the  return  should  be  sufficient  to  encourage  the  investment 
of  capital  in  similar  enterprises  where  there  is  a  fair  demand  for  it. 
Unless  this  principle  is  recognized,  the  State  cannot  expect  the 
improved  transportation  facilities  in  its  sections  not  now  served  by 
railroads  and  street  railroads.  Capitalists  will  not  invest  their 
money  in  enterprises  attended  by  more  or  less  hazard,  inconvenience 
and  necessity  for  personal  attention  unless  there  is  reasonable  hope 
of  higher  rate  of  return  than  they  could  secure  from  usual  invest- 
ments in  securities.  This  was  recognized  in  the  report  of  the  Hadley 
Railroad  Securities  Commission,  appointed  by  President  Roosevelt, 
in  these  words: 

"  'We  cannot  secure  the  immense  amount  of  capital  needed  unless 
we  make  profits  and  risks  commensurate.  If  rates  are  going  to  be 
reduced  whenever  dividends  exceed  current  rates  of  interest,  investors 
will  seek  other  fields  where  the  hazard  is  less  or  the  opportunity 
greater.  In  no  event  can  we  expect  railroads  to  be  developed  merely 
to  pay  their  owners  such  a  return  as  they  could  have  obtained  by 
the  purchase  of  investment  securities  which  do  not  involve  the 
hazards  of  construction  or  the  risks  of  operation.' 

"It  is  well  known  that  often  in  the  past  these  profits  have  been 
made,  or  expected  to  be  made,  through  the  issue  of  large  amounts 
of  stock  and  bonds  which  did  not  represent  real  money,  followed  by 
their  sale  to  the  public,  or  by  dividends  on  watered  stock.  The 
Utilities  Act  denies  the  right  to  measure  values  for  rate-making 
purposes  by  this  kind  of  capitalization,  and  it  is  not  the  purposes  of 
the  law  nor  of  this  Commission,  in  its  administration,  to  permit 
these  practices  in  the  future.  We  believe  that  it  is  better  that 
money  wisely  invested  and  economically  managed  should  be  allowed 
to  earn  a  rate  that  will  encourage  further  development  of  the  State's 
public  utilities,  than  that  it  should  be  accomplished  by  the  toleration 
of  practices  which  have  not  always  prospered  financially  just  in  the 
proportion  that  they  were  understood  by  the  public.  And  while  the 
Commission  wishes  to  assure  the  great  army  of  patrons  of  public 
utilities  in  this  State  that  it  will  be  vigilant  in  securing  for  them 
adequate  service  at  reasonable  rates,  it  is  equally  desirous  of  making 
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it  plain  that  capital  invested  in  construction,  development  and 
extension,  and  especially  in  plantinp;  them  in  sections  not  now  served, 
will  receive  consideration  sufficieatly  favorable  to  make  it  an  object 
to  come  here.  When  we  lose  sight  of  this  duty,  we  become  an 
instrument  to  kill  enterprise,  not  to  regulate  it.     .     .     . 

"In  determining  what  is  fair  to  the  public,  we  must  not  forget  the 
company.  If  we  attempt  to  make  the  fare  on  any  branch  line  too 
low,  we  not  only  punish  the  railway  which  is  furnishing  the  service, 
but  we  fall  into  a  grievous  and  costly  error.  We  mean  by  this  that 
there  are  in  Maine  today  very  many  communities,  ten  or  twenty 
miles  from  a  city  or  large  town,  which  are  at  present  unserved  by 
any  steam  or  electric  railroad.  These  communities  desire  and  need 
service.  The  natural  way  to  obtain  the  same  is  through  the  extension 
of  an  existing  electric  railway.  Such  extension  will  be  made  if  a 
fair  and  decent  return  upon  investment  seems  probable,  either  ab 
once  or  in  the  future.  If  this  Commission  adopts  a  policy  so  narrow 
and  unfair  as  to  make  it  certain  that  capital  invested  in  electric 
railway  extensions  will  receive  far  less  return  tha.a  will  the  same 
capital  otherwise  invested,  railway  extensions  will  stop,  isolated 
communities  will  remain  isolated  and  their  people,  who  might,  at  a 
somewhat  high  rate  (comparatively  speaking),  ride  to  town  or  city 
in  fast  moving,  comfortable  cars,  will  continue  to  make  the  long, 
tedious  journey  by  team.  There  should  be  an  attitude  of  fairness 
on  the  part  of  each  company;  there  should  also  be  maintained  upon 
the  part  of  the  traveling  public  the  same  attitude.  This  Commis- 
sion, in  the  performance  of  its  duty,  must  be  neutral;  it  cannot 
take  sides.  We  shall  make  some  mistakes,  and  in  these  circum- 
stances may  deserve  the  censure  that  will  surely  come.  We  shall  at 
other  times  be  exactly  right  and  please  nobody;  this  is  fate.  We 
shall  at  all  times  attempt  to  do  exact  justice  as  the  only  method  of 
fulfilling  our  oath  of  office." 


WISCONSIN 

920 — Economy  and  Efficiency. 

Jackman  et  al.  v.  Janesville  Electric  Company.  Discontinuance  of 
Direct  Current  Service.  Decision  of  the  Wisconsin  Railroad  Com- 
mission, Determining  What  Share  of  the  Cost  of  Customer's  Equip- 
ment Abandoned  With  the  Change  From  Direct  to  Alternating  Ser- 
vice Should  Be  Borne  by  the  Company.     Decided  January  25,  1916. 

The  Janesville  Electric  Company  discontinued  the  furnishing  of  direct 
current  service.  The  question  of  what  portion  of  the  cost  of  changing 
the  customer's  equipment  from  direct  to  alternating  equipment  should 
be  borne  by  the  company  was  submitted  to  the  commission  and  the 
discussion  and  decision  on  this  question  are  as  follows: 

"The  success  of  any  innovation  depends  upon  its  effect  on  existing 
conditions  at  the  time  it  is  instituted.     The  value  of  a  new  device 
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or  method  for  performing  any  useful  service  as  compared  with  the 
old  must  be  determined  by  the  increased  efficiency,  adequacy,  safety 
and  convenience.  This  value  must  be  greater  in  the  long  run  than 
the  entire  cost  of  abandoning  the  old  device  or  method  and  installing 
the  new;  otherwise  there  would  be  no  justification  for  making  the 
changes.  This  fact  was  undoubtedly  considered  by  the  utility  be- 
fore deciding  that  it  was  necessary  to  discontinue,  direct  current 
service.  The  same  general  principle  should  apply  to  the  present 
case  and  all  those  benefiting  by  increased  efficiency  of  new  equip- 
ment should  bear  in  proportion  to  their  benefits  the  cost  of  replacing 
the  old  equipment.  There  can  be  little  doubt  but  that  each  cus- 
tomer has  a  right  to  purchase  in  the  open  market  such  new  electrical 
equipment  as  he  desires,  and  utilize  it  subject  only  to  the  rules  and 
regulations  of  the  utility.  It  may  be  found  necessary  or  convenient 
to  change  the  type  of  the  equipment,  the  number  or  size  of  the  motors, 
or  it  may  seem  best  to  change  motive  power  entirely.  For  this  reason 
it  is  well  to  eliminate  the  purchase  of  new  equipment  from  the  case 
and  consider  only  the  da^mage  to  the  individual  consumer  of  depriving 
him  of  direct  current  service  when  he  has  purchased  direct  current 
motor  equipment. 

"Under  Commission  regulation  it  may  be  assumed  that  an  increase 
in  plant  efficiency  benefits  all  consumers.  The  abandonment  or 
reduction  of  the  extent  of  direct  current  service  will  make  the  Janes- 
^■ille  system  simpler  and  more  efficient  and  will  tend  to  reduce  operat- 
ing expenses.  However,  the  consumers  whose  direct  current  equip- 
ment is  replaced  at  this  time  will  recei^'e  no  greater  benefit  from  the 
change  than  that  enjoyed  by  every  other  patron  of  the  company. 
Such  consumers,  therefore,  should  not  be  subjected  to  any  pecuniary 
loss  in  connection  with  the  change  of  equipment.  On  the  other 
hand,  if  the  utility  were  required  to  stand  the  entire  cost  of  making 
the  change  and  this  change  resulted  in  replacing  secondhand  or 
worn  equipment  with  new  equipment,  they  would  thereby  l)e  paying 
for  renewing  that  part  of  the  equipment  that  had  been  worn  out  by 
the  consumer. 

"It  would  appear  that  to  be  fair  to  both  interests,  the  consumer 
should  pay  for  the  depreciation  of  his  direct  current  installation  and 
the  utility  for  that  part  that  is  still  useful  but  for  which  the  consumer 
is  unable  to  realize,  plus  the  cost  of  making  the  change. 

"We  find  that  the  practice  heretofore  followed  by  the  respondent 
with  respect  to  the  replacement  of  direct  current  consumer's  equip- 
ment by  alternating  current  equipment  is  unreasonable,  and  that  a 
greater  proportion  of  the  expense  of  such  changes  should  be  borne 
by  the  utility.  AVe  regard  the  following  method  as  a  reasonable  one 
upon  which  to  apportion  the  cost  of  making  changes  when  the  re- 
spondent desires  to  discontinue  the  direct  current  service: 

"1.  Determine  the  original  cost  of  the  motor  and  control  equipment 
and  deduct  its  scrap  value  from  the  original  cost. 

"2.     Determine  by  inspection  the  per  cent  condition  of  the  equip- 
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ment,  taking  into  account  its  remaining  useful  life  and  the  care  it 
has  had  while  in  service. 

"3.  Apply  the  per  cent  condition  to  the  original  cost  less  scrap 
^•alue,  and 

"4.  Add  the  scrap  value  to  the  result  thus  obtained  to  give  the 
present  service  value  of  the  motor  equipment  before  the  direct  cur- 
rent service  is  discontinued. 

"It  is  optional  vv^ith  the  respondent  as  to  when  any  consumer  or 
group  of  consumers  is  changed  from  direct  to  alternating  current 
service.  The  utility  should  also  have  the  option  of  offering  to  pur- 
chase the  direct  current  motor  equipment  at  its  present  service  value 
or  of  reimbursing  the  consumer  for  the  difference  between  present 
service  value  and  secondhand  value  received  by  the  consumer  when 
he  sells  his  equipment. 

"If  the  utility  maintains  a  direct  current  circuit  for  a  number  of  years, 
the  cost  of  making  the  change  on  the  alcove  basis  will  be  reduced  be- 
cause of  the  continued  depreciation  of  the  motor  equipment.  If  the 
circuit  is  maintained  for  perhaps  ten  or  twelve  years,  the  company 
should  have  little,  if  any,  obligation,  in  connection  with  the  direct 
current  motors  in  service  until  that  time.  This  proceeding  does  not 
cover  motor  equipment  owned  by  those  consumers  having  their  own 
power  plants  and  utilizing  the  service  of  the  Janesville  Electric 
Company  only  occasionally. 

"It  is  expected  that  all  amounts  expended  in  compliance  with  the 
order  herein  shall  be  held  in  a  suspense  account,  properly  labeled  to 
establish  its  identity  and  amortized  over  a  period  of  not  to  exceed 
ten  years,  since  the  Commission  does  not  regard  this  as  an  expenditure 
properly  chargeable  to  the  permanent  capital  account." 


REFERENCES 
RATES 

400— Rate  Theory. 

Rate  Research  Commi'Ttee,  Report  to  the  National  Electric  Light 
Association  at  the  Thirty-Ninth  Annual  Convention  Held  in  Chicago, 
Illinois.     May  22-26,  1916. 

The  Committee  reports  that  there  is  little  to  be  added  to  or  changed  in  the  state- 
ments of  the  Committee  in  its  four  preceding  reports,  regarding  the  equities  and 
economics  of  rate  making.  A  number  of  decisions  of  courts  and  commissions  are 
quoted  from,  showing  an  understanding  and  adoption  of  the  value  of  the  service 
theory  as  interpreted  and  applied  to  electric  rate  making  in  previous  reports  of 
the  Committee.  The  Committee  believes  that  progress  has  been  made  during 
the  past  year  in  the  recognition  of  correct  rate  theory  and  in  the  standardization 
and  wider  use  of  correct  rate  forms. 

No  new  type  of  rates  has  been  evolved  during  the  year.  The  Committee  finds 
that  it  can  neither  materially  add  to  nor  modify  the  conclusions  as  to  forms  of  rates 
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set  forth  in  the  report  for  1912.  It  is  noted  that  the  form  of  rate  with  separate 
and  distinct  demand  and  energy  charges,  which  was  recommended  in  that  report, 
has  been  almost  universally  adopted  for  consumers  of  large  size  and  that  its  use 
for  power  consumers  of  medium  and  even  very  small  size  has  increased.  The 
report  also  notes  an  increased  use  of  a  two-charge  rate  for  residential  consumers, 
with  a  differential  based  upon  the  illuminated  area  ascertained  either  directly  by 
measurement  of  floor  space  or  indirectly  by  a  count  of  rooms.  This  use  likewise 
is  in  accordance  with  a  recommendation  made  in  the  1912  report. 

The  main  economic  cause  of  the  present  financial  difficulties  of  the  Cleveland 
"three-cent"  municipal  plant  is  attributed  to  the  adoption  of  a  tariff  made  in 
defiance  of  all  rate  theory,  from  the  day  of  Dr.  Hopkinson  onward. 

614 — Heating  and  Cooking. 

How  To  Secure  Electric  Cooking  Business.  Electric  Review  and 
Western  Electrician,  May  20,  1916,  p.  897.     8  pages. 

The  article  states  that  there  is  no  field  for  the  sale  of  electricity  that  deserves 
more  consideration  at  the  present  time  than  that  of  electric  cooking.  The  pos- 
sibilities are  that  the  cooking  load  will  ultimately  form  a  very  important  part  of 
the  central  station  load.  The  data  on  rates  for  cooking  presented  in  the  paper 
by  P.  L.  Miles  (reported  in  9  Rate  Research  61),  is  reviewed.  Suggestions  are 
given  for  carrying  out  a  comprehensive  campaign  for  selling  electric  ranges,  and 
accounts  are  given  of  the  experiences  of  a  number  of  companies  in  securing  electric 
cooking  business.  Data  are  compiled  on  eleven  different  customer  instal- 
lations showing  the  wattage  of  range,  size  of  family,  average  monthly  kilowatt- 
hours  consumption,  average  monthly  bills,  average  net  rate,  and  other  informa- 
tion indicating  conditions  of  use. 


INVESTMENT  AND  RETURN 

310— Valuation. 

Bibliography  of  Valuation  of  Public  Utilities,  Published  by  the 
American  Electric  Railway  Association  Committee  on  Valuation. 

The  references  on  valuation  are  arranged  imder  General,  Electric  Light  and 
Power,  Gas  Works,  JVlining,  Railroads,  Steam  Power,  Street  and  Interurban 
Railways,  Telephone  and  Telegraph,  Water  Power  and  Water  Works. 


PUBLIC  SERVICE  REGULATION 

222.1 — Form  of  Accounts. 

Committee  on  Form  of  Annual  Report.  Report  to  the  National 
Electric  Light  Association  at  the  Thirty-Ninth  Annual  Convention  Held 
in  Chicago,  Illinois.     May  22-26,  1916.     Pamphlet  69  pages. 

The  report  contains  an  exhaustive  and  comprehensive  comparison  of  the  .\nnual 
Report  Forms  of  all  Federal  and  State  regulating  bodies  having  control  over 
electric  light  and  power  companies.  Extremely  wide  differences  and  inconsist- 
encies are  brought  out  in  the  comparison  of  these  reports  with  one  another  and 
the  necessity  is  clearly  shown  of  standardizing  the  various  schedules  in  order  that 
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they  may  be  of  real  value  to  public  service  commissions,  public  service  companies 
and  the  general  public. 

Valuable  suggestions  by  member  companies  bring  out  salient  points  of  vital 
importance  and  in  many  instances  show  the  seemmgly  unnecessary  burden  and 
expense  a  great  many  companies  must  bear  in  order  to  furnish  information 
required  by  their  respective  commissions,  which  information  is  apparently 
of  little  or  no  value. 

The  aim  and  endeavor  of  the  Committee  on  Form  of  Annual  Report  is  to  simplify 
and  standardize  all  schedules  and  submit  for  Association  approval  a  concise, 
concrete  and  standard  form  of  Annual  Report  to  be  recommended  to  all  public 
service  commissions  having  control  over  electric  utilities. 

GENERAL 

735.5— Meters. 

Committee  on  Meters.  Report  to  the  National  Electric  Light 
Association  at  the  Thirtv-Ninth  Annual  Convention  Held  in  Chicago, 
Illinois,  May  22-26,  1916.     Pamphlet  68  pages. 

The  report  covers  briefly  an  investigation  of  instrument  transformers  with  a 
view  to  standardization  of  design  and  maintenance  methods.  Methods  of  testing 
instrument  transformers  are  outlined.  A  part  of  the  report  is  devoted  to  the 
brief  mention  of  recent  developments  in  meters  and  instruments. 

788 — Service  Rules. 

Rules  for  Overhead  Electrical  Construction.  Preliminary  Set  of 
Rules  Prepared  by  the  Illinois  Public  Utilities  Commission. 

A  preliminary  set  of  rules  and  regulations  governing  overhead  electric  construc- 
tion has  been  distributed  by  the  Illinois  Commission  to  electric  and  telephone 
utilities  of  the  State.  The  regulations  cover  ( 1)  inductive  disturbance  of  telephone 
lines  by  transmission  lines;  (2)  joint  construction;  (3)  crossings  between  wires; 
(4)  crossings  of  railroad  tracks,  and  (5)  general  overhead  construction.  The  pro- 
posed rules  are  to  supersede  the  Commission's  existing  rules.  The  purpose  of  the 
rules  is  safety  of  service  and  the  avoidance  of  intercorporate  friction  occasioned 
by  inductive  disturbances  and  by  joint  construction. 

900— General. 

Committee  on  Wiring.  Report  to  the  National  Electric  Light  Asso- 
ciation at  the  Thirtv-Ninth  Annual  Convention  Held  in  Chicago, 
Illinois.     May  22-26,  "l916.     Pamphlet  26  pages. 

The  Committee  on  wiring  reports  progress  toward  standardization  of  plugs  and 
receptacles.  The  use  of  concentric  wiring  has  been  very  limited.  A  number  of 
illustrations  are  given  in  order  to  show  that  this  method  of  wiring  is  suitable  for 
houses  of  all  styles. 

910— Promotion  and  Growth  of  Business. 

Committee  or  Industrial  Electric  Heating  Bureau,  Report  to 
National  Electric  Light  Association  at  the  Thirtv-Ninth  Annual  Con- 
vention Held  in  Chicago,  Illinois.  May  22-26,  1916.  Pamphlet  15 
pages. 

The  development  of  industrial  electric  heating  is  discussed  and  the  advantages 
of  electric  heating  are  enumerated.  A  number  of  suggestions  are  given  as  to  the 
proper  methods  of  utilization.  For  example,  it  is  often  possible  to  arrange  for 
a  small  and  continuous  demand  or  for  the  use  of  off-peak  power  in  order  to  secure 
an  advantageous  rate.       It  is  urged  that  in  the  development  of  this  field  an 
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adequate  study  be  made  of  every  process  which  it  is  desired  to  electrify  before 
actually  undertaking  it.  Aii  appendix  to  the  report  gives  a  list  of  present  day 
applications  of  electric  energy  to  industrial  heating  problems. 

910 — Promotion  and  Growth  of  Business. 

Commercial  Aspects  of  Municipal  and  Highway  Lighting,  Lighting- 
Sales  Bureau,  Sub-Committee  Report  to  the  National  Electric  Light 
Association  at  the  Thirtv-Ninth  Annual  Convention  Held  in  Chicago, 
Illinois,  May  22-26,  1916.     Pamphlet  25  pages. 

The  report  emphasizes  the  fact  that  general  street  lighting  is  a  "good  will"  asset 
and  shows  that  the  revenue  from  this  source  can  be  increased  by  keeping  in  close 
touch  with  municipal  authorities  and  civic  organizations,  offering  direct  and 
indirect  co-operation  in  regard  to  improvements  in  street  lighting. 

It  is  stated  that  companies  make  a  mistake  when  thej'  give  no  consideration  to 
street  lighting  service  imtil  their  contract  with  the  municipality  expires.  The 
Committee  recommends  that  central  stations  maintain  close  relationship  with 
all  ornamental  street  lighting  movements  and  the  report  mentions  the  different 
methods  of  securing  funds  for  such  systems,  recommending  that  the  central 
stations  should  control  these. 

Highway  lighting  to  be  paid  for  by  the  State,  Coimty  or  Township  authorities  is 
being  neglected  and  the  Committee  points  out  the  possibilities  for  development 
and  recommends  that  central  station  companies  interest  their  local  Good  Road 
and  Automobile  Clubs  in  the  lighting  of  highways  in  their  territory. 

910 — Promotion  and  Growth  of  Business. 

Electricity  in  Raw- Water  Ice-Making,  by  C.  J.  Carlsen.  Electric 
Review  and  Western  Electrician,  May  20,  1916,  p.  908.     6f  pages. 

Because  of  the  great  possibilities  of  central  station  service  in  the  operation  of 
raw-water  ice  plants,  central  station  men  are  urged  to  obtain  all  information 
possible  on  the  operation  of  such  plants  in  order  to  be  of  the  greatest  service  to 
the  customer  and  prospective  customer.  A  discussion  is  given  of  the  advantages 
of  raw-water  ice  over  the  natural  product  and  it  is  stated  that  the  day  is  coming 
when  natural  ice  will  be  a  thing  of  the  past,  excepting  what  is  termed  winter  or 
water  ice,  cut  and  delivered  directly  to  cars  for  shipment  and  not  stored.  The 
artificial  ice  making  industry  is  looked  upon  as  an  important  field  for  the  use  of 
off-peak  service  from  central  stations.  Data  are  given  on  the  electrical  opera- 
tion of  typical  plants  purchasing  central-station  power,  which  will  be  of  value  in 
the  study  of  conditions  surrounding  the  successful  building  up  of  such  industry  in 
the  different  cities. 

930 — Isolated  Power  Plant  Competition. 

Competitive  Power  Sources,  Power  Sales  Bureau,  Report  of  the  Sub- 
Committee  to  the  National  Electric  Light  Association  at  the  Thirty- 
Ninth  Annual  Convention,  Held  in  Chicago,  Illinois,  May  22-26,  1916. 
Pamphlet  25  pages. 

The  report  discusses  the  characteristics  of  various  prime  movers  which  are  being 
offered  as  power  sources  competitive  to  central  station  service.  Only  the  newer 
and  more  efficient  types  are  considered,  such  as  the  Diesel  and  Semi-Diesel  oil 
engines,  the  gas  engine  as  operated  with  producer  gas,  the  locomobile  steam  imit 
and  the  uniflow  and  poppet-valve  steam  engines. 

Certain  data  are  given  bearing  upon  the  cost  of  installation  and  operating  costs 
6i  these  engines.  Their  importance  as  central  station  competitors  is  discussed, 
and  certain  advantages  and  disadvantages  of  each  ty]3e  are  noted. 
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COURT  DECISION  REFERENCES 

831 — Purchase  by  Municipality. 

Spear  et  al.  v.  City  of  Bremerton  et  al.  Decision  of  the  Supreme 
Court  of  Washington,  April  4,  1916.  156  Pacific  825. 
The  Supreme  Court  of  Washington  in  the  case,  City  of  Bremerton  v.  Bremerton 
Water  and  Power  Company,  153  Pacific  372  (reported  in  8  Rate  Research  269), 
passed  upon  certain  questions  of  proper  compensation  and  time  of  payment  for  the 
taking  over  by  the  City  of  Bremerton  of  the  property  of  the  Bremerton  Water 
Company.  The  present  action  questions  the  power  of  the  City  to  exercise  its 
right  of  purchase  under  the  conditions  in  this  case. 

Tlie  water  company  maintains  a  water  system  which  supplies  the  cities  of  Charles- 
ton, Bremerton,  the  Navy  Yard,  and  outlying  territory  in  the  vicinity  of  the  two 
towais;  the  proportion  of  use  being,  approximately,  Bremerton  40  per  cent.,  Charles- 
ton 20  per  cent.,  and  the  Navy  Yard  and  outlying  suburbs  40  per  cent.  The  sup- 
ply of  water  comes  from  head  works  which  are  west  of  Charleston.  The  main 
pipe  line  runs  through  Charleston,  and  into  the  city  of  Bremerton.  The  Navy 
Yard  takes  its  supply  at  the  yard  limits.  The  government  owns  and  maintains 
its  own  distributing  system.  The  City  of  Bremerton  proposes  to  take  over  the 
whole  plant,  and  in  turn,  to  supply  the  two  municipalities  and  the  other  customers 
of  the  present  company  as  a  business  enterprise.  The  right  of  the  city  to  take 
over  this  property  and  furnish  the  service  outside  of  its  boundaries  is  questioned. 
The  Court  holds  that  the  city  may  sell  its  surplus  to  the  Navy  Yard,  and  to  those 
living  in  the  vicinity  of  the  corporate  limits.  However,  the  Court  finds  that  the 
City  of  Bremerton  cannot  purchase  and  maintain  a  distributing  system  in  the 
city  of  Charleston  or  acquire  the  franchise  granted  by  that  city  to  the  water  com- 
pany. The  position  of  the  court,  briefly  outlined,  is  that  the  purpose  of  the  statute 
is  to  give  the  city  the  power  to  acquire,  by  purchase  or  otherwise,  a  water  system 
for  the  benefit  of  its  own  inhabitants,  and  that  the  power  to  sell  the  excess  outside 
its  limits  is  incidental  to  the  main  purpose.  The  city  in  its  corporate  capacity 
camiot  place  itself  in  a  position  "where  it  is  bound,  in  any  degree,  by  contract, 
express  or  implied,  to  exercise  a  municipal  function  in  another  city  which  might 
impair  its  primary  duty  to  its  own  inhabitants."  The  Court  says  further:  'Tf 
the  time  should  come  when  there  is  no  excess  or  surplus,  the  inhabitants  of  the 
city  owning  the  plant  would  be  entitled  to  the  use  of  all  the  water,  and  those  who 
take  the  surplus  would  be  cut  off.  In  other  words,  the  purchaser  of  the  surplus, 
or  excess,  would  purchase  with  the  statute  before  him,  and  would  be  entitled  to 
receive  only  the  surplus,  not  a  proportionate  share.  Nor  could  he  compel  the 
selling  city  to  add  to  the  plant  or  the  supply  for  his  benefit;  the  reason  being,  as 
we  suggested  in  the  case  of  Uhler  v.  Olympia,  87  Wash.  1,  151  Pac.  117,  152  Pac. 
998,  that  the  statute  does  not  bear  the  construction  that  the  legislature  intended 
that  a  city  should  go  into  the  business  of  supplying  water  for  profit,  or  as  a  com- 
mercial enterprise,  but  only  for  the  benefit  of  its  inhabitants,  who  are  to  be  put 
to  no  burden  other  than  the  paj^ment  for  and  upkeep  of  the  plant,  including  interest 
with  such  reasonable  additions  to  the  system  as  attention  to  thrift  may  dictate." 
The  point  was  made  that  the  city  cannot  acquire  the  plant  and  sell  the  surplus 
because  its  present  use  is  only  40  per  cent,  of  tfie  present  supply.  The  court  says: 
"Whether  a  city  could  construct  a  water  system  calling  for  the  development  and 
delivery  of  water  to  the  extent  of  60  per  cent,  bej^ond  its  present  needs  might  be 
questioned.  We  do  not  decide  the  question  one  way  or  the  other,  but  it  would 
seem  that,  where  the  city  purchases  an  existing  plant,  it  would  have  the  right  to 
take  it  as  it  is;  otherwise  the  object  of  the  statute  would  be  defeated." 

831.1 — Municipal  Bond  Issues. 

The  mimicipal  bonds  for  the  purchase  of  the  property  were  to  draw  six  per  cent 
interest.  The  court  holds  that  the  municipality  cannot  sell  the  bonds  below  par, 
so  as  to  produce  a  greater  rate,  and  thus  procure  a  more  ready  market  for  them, 
as  that  would  be  an  evasion  of  the  statute.  The  city  is  not  permitted  to  carry 
out  a  contract  with  a  bond  buyer  under  which  the  bond  buyer  would  take  the 
bonds  at  a  discount  of  5  per  cent. 
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RATES 

BOSTON,  MASSACHUSETTS. 

720— Rate  Schedules. 

The  Edison  Electric  IllUxMinatjng  Company  of  Boston,  Boston, 

Massachusetts  (Population  670,585). 

The  Edison  Electric  Illuminating  Company  of  Boston  recently 
announced  a  new  power  rate  for  large  power  customers,  and  some 
slight  modifications  in  its  rate  for  large  lighting  customers. 

The  rates  are  as  follows: 

PERMANENT  ELECTRIC  RATE  D. 

Available  for  all  customers  using  the  Company's  standard  service. 

Rate. 

Demand  Charge. 

$60  per  kilowatt  per  year  for  the  first  15  kilowatts  of  maximum  demand. 
$36  per  kilowatt  per  year  for  the  next  40  kilowatts  of  maximum  demand. 
$30  per  kilowatt  per  year  for  the  next  600  kilowatts  of  maximum  demand. 
$20  per  kilowatt  per  year  for  all  in  excess,  payable  in  equal  monthly  install- 
ments, plus  an 

Energy  Charge  of, 

5  cents  per  kilowatt-hour  for  the  first  1,.500  kilowatt-hours  consumed  per 

month. 

3  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours  consumed  per 

month. 

11  cents  per  kilowatt-hour  for  the  next  100,000  kilowatt-hours  consumed  per 

month. 

Ij  cents  per  kilowatt-hour  for  the  next  200,000  kilowatt-hours  consumed  per 

month. 

Ig  cents  per  kilowatt-hour  for  all  e.xcess  use. 

Determination  of  Demand. 

The  average  load  will  be  determined  for  each  half-hour  period  by  suitable 
instruments,  and  will  be  considered  the  demand  for  that  period. 

The  average  of  the  150  highest  demands  that  have  occurred  in  the  year  preceding 
the  date  to  which  the  bill  is  rendered,  will  be  the  kilowatts  of  demand  for  that 
bill,  but  in  no  case  less  than  .50  kilowatts;  if  the  installation  has  been  connected 
to  the  Company's  lines  for  less  than  one  year,  the  number  of  demands  to  be 
averaged  will  be  reduced  pro  rata. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

No  bill  to  he  rendered  for  less  than  50  kilowatts. 

Lamp  Renewals. 

The  rates  above  include  the  supply  and  renewal  of  all  standard  incandescent 
lamps,  but  if  customer  supplies  his  oa\ii  lamps  there  will  be  a  deduction  from 
the  net  amount  of  the  bill  of  h  cent  per  kilowatt-hour. 

PERMANENT  ELECTRIC  RATE  D  HIGH  TENSION. 

Available  for  all  customers  using  the  Company's  60  cycle  alternating  current  high 
tension  service  of  6,G00  volts  and  over. 

Rate. 

Demand  Charge. 

$60  per  kilowatt  per  year  for  the  first  15  kilowatts  of  maximum  demand. 
$36  per  kilowatt  per  year  for  the  next  40  kilowatts  of  maximum  demand. 
$.30  per  kilowatt  per  year  for  the  next  100  kilowatts  of  maximum  demand. 
$15  per  kilowatt  per  year  for  the  next  100  kilowatts  of  maximum  demand. 
$12  per  kilowatt  per  year  for  all  in  excess,  payable  in  ecjual  monthly  install- 
ments, plus  an 

Energy  Charge  of 

5    cents  per  kilowatt-hour  for  the  first      1,500  kilowatt-hours  consumed  per 

month. 

3    cents  per  kilowatt-hour  for  the  next      4,000  kilowatt-hours  consumed  per 

month.  ^ 

H  cents'per  kilowatt-hour  for  the  next    50,000  kilowatt-hours  consumed  per 

month. 

Ij  cents  per  kilowatt-hour  for  the  next    50,000  kilowatt-hours  consumed  per 

month. 

Ig  cents  per  kilowatt-hour  for  the  next  200,000  kilowatt-hours  consumed  per 

month. 

lj%  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

The  average  load  will  be  determined  for  each  half-hour  period  by  suitable 
instruments,  and  will  be  considered  the  demand  for  that  period. 

The  average  of  the  150  highest  demands  that  have  occurred  in  the  year  preceding 
the  date  to  which  the  bill  is  rendered  will  be  the  kilowatts  of  demand  for  that 
bill,  but  in  no  case  less  than  50  kilowatts;  if  the  installation  has  been  connected 
to  the  company's  lines  for  less  than  one  year,  the  number  of  demands  to  be 
averaged  will  be  reduced  pro  rata. 

Minimum  Charge. 

No  bill  to  be  rendered  for  less  than  50  kilowatts. 

Lamp  Renewals. 

The  rates  above  include  the  sujiply  and  renewal  of  all  standard  incandescent 
lamps;  but  if  customer  supplies  his  own  lamps  there  will  be  a  deduction  from  the 
net  amount  of  the  bill  of  5  cent  per  kilowatt-hour. 

PERMANENT  ELECTRIC  POWER  RATE  D-2. 

Available  for  all  customers  using  the  Company's  standard  alternating  current 
service. 

Rate. 

Demand  Charge. 

$15  per  kilowatt  per  year,  payable  in  equal  monthly  installments,  plus  an 
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Energy  Charge  of 

5    cents  per  kilowatt-hour  for  the  first      1,500  kilowatt-hours  consumed  per 

month. 

3    cents  per  kilowatt-hour  for  the  next      4,000  kilowatt-hours  consumed  per 

month. 

Ih  cents  per  kilowatt-hour  for  the  next  100,000  kilowatt-hours  consumed  per 

month. 

Ij  cents  per  kilowatt-hour  for  the  next  200,000  kilowatt-hours  consumed  per 

month. 

1|  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

The  average  load  will  be  determined  for  each  half-hour  period  by  suitable 
instruments.  Either  the  average  kilowatts  or  80%  of  the  average  kilovolt- 
amperes,  whichever  is  highest,  will  be  considered  the  demand  for  that  period. 
The  average  of  the  150  highest  demands  that  have  occurred  in  the  year  preceding 
the  date  to  which  the  bill  is  rendered,  will  be  the  kilowatts  of  service  for 
that  bill,  but  in  no  case  less  than  2^  times  the  aggregate  connected  kilowatts 
of  all  lamps  except  those  used  outdoors  for  advertising  purposes,  and  in  no 
case  less  than  50  kilowatts;  if  the  installation  has  been  connected  to  the 
Company's  lines  for  less  than  one  j^ear,  the  number  of  demands  to  be  averaged 
will  be  reduced  pro  rata. 

Minimum  Charge. 

No  bill  will  ))e  rendered  for  less  than  50  kilowatts. 

Lamp  Renewals. 

The  rates  above  include  renewals  of  standard  incandescent  lamps,  but  if  cus- 
tomer supplies  his  o^^^l  lamps  there  will  be  a  reduction  from  the  net  amount  of 
the  bill  of  I  cent  per  kilowatt-hour. 

PERMANENT  ELECTRIC  POWER  RATE  D-2  HIGH  TENSION. 

Available  for  all  customers  using  the  Company's  standard  60  cycle  alternating 
current  high  tension  service  at  6,600  volts  or  over. 

Rate. 

Demand  Charge. 

$15  per  kilowatt  per  year  for  the  first  255  kilowatts. 
$12  per  kilowatt  per  year  for  all  in  excess,  plus  an 

Energy  Charge  of 

5  cents  per  kilowatt-hour  for  the  first  1,500  kilowatt-hours  per  month. 
.3  cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours  per  month. 
I5  cents  per  kilowatt-hour  for  the  next  50,000  kilowatt-hours  per  month. 
IJ  cents  per  kilowatt-hour  for  the  next  50,000  kilowatt-hours  per  month. 
1^  cents  per  kilowatt-hour  for  the  next  200,000  kilowatt-hours  per  month. 
Ii'tt  cents  per  kilowatt-hour  for  all  excess  use. 

Determination  of  Demand. 

The  average  load  will  be  determined  for  each  half-hour  period  by  suitable 
instruments.  Either  the  average  kilowatts  or  80%  of  the  average  kilovolt- 
amperes,  whichever  is  highest,  will  be  considered  the  demand  for  that  period. 
The  average  of  the  150  highest  demands  that  have  occurred  in  the  year  preceding 
the  date  to  which  the  bdl  is  rendered,  will  be  the  kilowatts  of  service  for 
that  bill,  but  in  no  case  less  than  2h  times  the  aggregate  connected  kilowatts 
of  all  lamps  except  those  used  outdoors  for  advertiising  purposes,  ana  m  no 
case  less  than  50  kilowatts;  if  the  installation  has  been  connected  to  the 
Company's  lines  for  less  than  one  year,  the  number  of  demands  to  be  avereged 
will  be  reduced  pro  rata. 
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Minimum  Charge. 

No  bill  to  be  rendered  for  less  than  50  kilowatts. 

Lamp  Renewals. 

The  rates  above  include  the  supply  and  renewal  of  all  standard  incandescent 
lamps;  but  if  customer  supplies  his  o\\'n  lamps  there  will  be  a  deduction  from 
the  net  amount  of  the  bill  of  5  cent  per  kilowatt-hour. 

521.1— Width  of  Demand. 

In  the  above  rates  the  determination  of  demand  is  taken  as  the  average 
of  the  150  highest  half-hour  readings  of  the  previous  twelve  months, 
or  a  much  wider  peak  than  has  heretofore  been  customary.  On  the 
other  hand  the  fact  that  it  is  a  yearly  peak  and  not  a  monthly  peak 
would  make  the  kilowatts  of  demand  billed  higher  in  many  cases  than 
if  the  monthly  peak  were  used  for  each  month. 

633— Power  Factor. 

In  rates  for  any  service  the  Edison  Company  makes  the  same  rate  for 
direct  current  as  for  alternating  current,  irrespective  of  the  power 
factor,  and  assumes  the  burden  of  correcting  the  power  factor  if  neces- 
sary. The  theory  probably  is  that  the  cost  of  correcting  the  alternating 
current  from  poor  power  factor  to  good  power  factor  corresponds  to 
the  cost  of  transforming  alternating  to  direct  current. 

The  new  rate  for  large  power  is  made  available  only  for  alternating 
current  service,  and  available  only  if  the  power  factor  is  reasonably 
good;  or  rather,  the  provision  for  the  measurements  of  the  demand 
penalizes  the  customer  whose  power  factor  is  poor. 

Theoretically  the  customer  with  poor  power  factor  might  be  penalized 
on  both  the  fixed  and  running  charge;  on  the  fixed  charge  because  the 
investment  necessarily  is  increased,  and  on  the  running  charge  because 
a  poor  power  factor  even  o:a  light  loads  increases  the  loss  in  trans- 
mission. The  Boston  Edison  Company,  however,  applies  the  penalty 
only  to  the  fixed  charge,  but  it  is  probably  higher  than  it  would  be  if 
applied  to  both  kilowatts  and  kilowatt-hours. 

613 — Combined  Light  and  Power. 

Another  point  of  interest  is  that  the  new  rate,  although  intended  for 
power  service,  is  theoretically  open  to  all  customers,  but  the  method 
of  making  the  rate  automatically  prevents  any  customer  who  has  too 
large  a  proportion  of  ligliting  from  getting  the  rate  intended  for  power 
users  only. 

Some  companies  allow  power  rate  only  for  strictly  power  use,  and  do 
not  allow  any  lighting  to  come  on  the  power  rate.  This  of  course 
involves  separate  metering,  and  is  not  logical  because  a  customer  who 
has  power  and  lighting  delivered  at  the  same  point  is  surely  entitled 
to  a  lower  rate  than  two  customers,  one  of  whom  has  a  lighting  load 
and  the  other  a  power  load  at  different  points. 

Other  companies  allow  an  u'nlimited  amoimt  of  light  on  their  power 
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loads  for  large  customers,  but  such  a  rate  is  not  really  a  power  rate, 
and  is  only  a  wholesale  lighting  and  power  rate. 

Other  companies  allow  their  large  power  customers  to  have  a  certain 
percentage  of  light.  If  this  percentage  is  expressed  as  a  percentage 
of  the  connected  load,  it  involves  counting  the  connected  load  both  of 
the  lights  and  of  the  motors,  which  is  always  a  complicated  thing  especi- 
ally for  large  customers. 

Other  companies  allow  this  percentage  in  the  iorm  of  a  percentage  of  the 
kilowatts  of  demand  used  for  light  and  power,  or  of  the  kilowatt-hours. 
Either  of  these  involves  separate  metering  for  light  and  for  power, 
which  is  often  undesirable. 

The  Boston  Edison  Company's  method  is  a  compromise  between  these 
two.  So  long  as  the  proportion  of  lights  is  really  small  it  is  a  very 
simple  matter  for  the  company  to  inspect  a  factory  and  satisfy  itself 
that  the  number  of  lights  connected  is  less  than  the  stated  proportion 
of  the  kilowatts  of  demand  that  are  being  paid  for. 

In  a  few  cases,  such  as  large  shoe  factories,  the  number  of  lights  connected 
runs  up  to  a  much  greater  proportion  than  in  ordinary  factories.  In 
such  cases  the  customer  is  not  seriously  penalized.  He  can  either 
take  a  lighting  rate  for  his  whole  service,  or  he  can  take  the  new  power 
rate  and  let  the  kilowatts  of  demand  for  which  he  is  billed  monthly 
be  raised  enough  so  as  to  allow  the  lights  which  he  actually  needs. 

If,  however,  a  customer  who  is  really  a  lighting  customer  undertakes 
to  come  under  the  power  rate,  this  provis^ion  automatically  raises  his 
kilowatts  of  demand  so  high  that  he  pays  more  than  if  he  takes  the 
lighting  rate.  If  there  were  many  customers  who  were  going  to  come 
close  to  the  line  this  would  be  a  disadvantage,  but  in  practice  there 
will  probably  be  very  few  customers  who  have  enough  lights  so  that 
they  will  ])e  penalized  at  all,  and  there  will  be  little  chance  for  doubt 
as  to  whether  a  customer  would  be  better  off  on  the  power  or  the 
lighting  rate. 

RATES 

TACOMA,  WASHINGTON 

523.2 — Area  of  Premises  Basis. 

Tacoma,  Washington  (Population  83,743.)  Rates  for  Residence  Ser- 
vice Charged  bv  the  Municipal  Electric  Utilitv.  Effective  Januarv  1, 
1916. 

The  rates  of  the  municipal  electric  utility  of  Tacoma,  Washington,  are 
on  the  area  of  premises  bas^is.     The  rates  are  as  follows: 

ELECTRIC  RATES  FOR  RESIDENCES. 

Rate. 

5  cents  per  kilowatt-hour  for  a  maximum  quantity,  and 
1  cent  for  all  excess. 
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Determination  of  Maximum  Quantity. 

The  maximum  (luantity  for  each  residence  is  determined  bj'  the  square  feet  of 
flcor  space. 

Parlors,  living  rooms,  libraries,  dining-rooms,  kitchens  and  pantries  are  con- 
sidered as  "Working  Space"  and  the  total  square  feet  in  this  working  space  is 
taken. 

Halls,  bath  rooms,  and  bed  rooms  are  classified  as  "Idle  Space"  and  only  one- 
half  of  the  total  square  feet  is  taken. 

Basements,  attics,  clothes  closets,  porches  and  out-buildings,  imless  used  for 
purposes  bringing  them  into  one  of  the  above  classes  are  exempt  and  should 
not  be  considered. 

The  total  "Working  Space"  plus  one-half  the  "Idle  Space"  multiplied  by  40 
gives  the  number  of  watt-hours,  which  divided  by  1,000  equals  the  niunber  of 
kilowatt-hours  taken  as  the  "maximum  quantity." 

Each  customer  must  furnish  the  department  on  a  blank  provided  for  the  purpose, 
the 'dimensions  of  the  various  rooms  in  his  residence  before  he  is  entitled  to 
benefit  by  the  1  cent  rate. 

The  "maximum  quantity,"  determined  as  explained  above,  is  taken  as  an 
estimate  of  the  ordinary  lighting  load  for  residences  and  the  one  cent  rate  is 
offered  to  encourage  the  use  of  electric  current  for  cooking,  heating  and  house- 
hold appliances. 

COMMISSION  DECISIONS 

NEW  YORK 

540— Minimum  Charge. 

Village  of  Le  Roy  v.  Pavilion  Natural  Gas  Company.  Complaint 
as  to  Minimum  Charge  for  Gas  Service.  Decision  of  the  New  York 
Public  Service  Commission  (2  D),  Approving  of  a  Proper  Minimum 
Monthly  Charge.     April  20,  1916. 

The  Company's  franchise  provides  that  the  Company  shall  furnish 
natural  gas  to  its  customers  "at  a  uniform  rate  or  price  per  thousand 
cubic  feet  of  gas  consumed,"  and  the  maximum  rate  is  not  to  exceed 
40  cents  per  thousand  cubic  feet  of  gas  furnished. 

The  Company  filed  with  the  village  clerk  and  with  the  Commission  a 
schedule  of  rates  containing  a  minimum  charge  provision.  The  com- 
plaint was  made  that  this  charge  was  in  conflict  with  the  maximum 
rate  fixed  in  the  franchise. 

The  Commission  discusses  the  reasons  for  requiring  a  minimum  charge 
as  follows: 

"When  the  Fourteenth  paragraph  of  the  franchise  says  that  'the 
company  shall  furnish  natural  gas  to  its  customers,'  it  means  that 
the  company  will  furnish  such  gas  when  and  as  required  by  such 
customers,  and  in  addition  thereto,  it  means  that  the  company 
must  stand  ready  to  furnish  such  gas  at  all  times  whether  the  same 
is  used  or  not.  This  is  known  as  readiness  to  serve,  and  involves 
many  items  of  service  and  expenditure  on  the  part  of  the  company 
which  are  rendered  and  incurred  for  and  on  account  of  the  cus- 
^wmers,  and  consists  of  keeping  the  distribution  system  in  order, 
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reading  meters,  answering  complaints,  correctly  keeping  a  record  on 
its  books  of  the  customers'  accounts,  and  in  general  attending  to 
the  convenience  and  demands  of  the  customers  in  their  utilization  of 
gas  upon  their  premises.  The  physical  use  of  the  gas  is  merely  one 
phase  of  the  service  which  the  company  is  called  upon  to  furnish; 
and  the  price  fixed  for  the  same  by  the  Fifteenth  paragraph  of  the 
franchise  comprehends  these  other  elements  and  services,  besides 
the  actual  consumption  of  gas.  When,  however,  gas  is  not  used 
by  a  customer  in  billing  quantities,  such  other  elements  of  service, 
as  distinguished  from  the  actual  delivery  and  consumption  of  gas, 
require  constant  expenditure  on  the  part  of  the  company,  and 
although  there  is  no  provision  in  either  of  said  paragraphs  for  com- 
pensation to  the  company  for  such  services,  there  can  be  no  reason 
why  the  company  should  not  be  paid  for  the  same.  The  law  con- 
templates that  while  the  public  is  entitled  to  a  reasonable  service 
from  the  company,  the  latter  should  have  a  fair  return  therefor. 
This  service  is  not  limited  to  the  sale  and  delivery  of  gas,  but  in- 
cludes all  other  services  on  the  part  of  the  utility  which  are  ren- 
dered for  the  benefit  of  the  consumers.  Apparently  this  is  the 
basis  for  the  charge  which  is  made  by  the  company  to  those  of  its 
customers  who  fail  to  use  gas  in  billing  quantities,  and  which  is 
designated  in  the  tariff  schedule  filed  with  the  Commission,  and 
a^lso  in  the  note  served  upon  the  clerk  of  the  Village  of  Le  Roy,  as 
a  'minimum  charge.'     .     .     . 

"It  is  common  knowledge,  and  has  been  pointed  out  before,  that 
each  consumer  costs  a  gas  company  a  considersble  sum  each  month 
for  merely  keeping  his  name  on  the  books  of  the  company,  reading 
his  meter,  traveling  to  and  from  his  premises  for  that  purpose, 
and  standing  ready  at  all  times  to  answer  complaints,  make  repairs 
and  furnish  gas  service;  these  and  other  items  of  actual  out  of  pocket 
expenditures  are  required  of  the  company,  as  a  public  utility,  even 
though  the  customer  consumes,  and  pays  for,  no  gas  whatever. 
Thus,  each  consumer  is  a  fixed  and  definite  charge  upon  the  com- 
pany, irrespective  of  the  consumption  of  gas,  and,  from  a  financial 
standpoint,  as  well  as  "from  an  abstract  proposition  of  fairness,  it 
must  be  said  that  he  should  pay  his  fair  share  of  the  actual  cost 
which  the  company  incurs  by  keeping  itself  in  readiness  to  supply 
him  with  gas. 

"These  separate  expenses  incurred  for  the  individual  consumers  go 
to  make  up  the  total  operating  expenses  of  the  company,  which  in 
turn  represent  a  large  part  of  the  entire,  cost  jof  service,  and  it  is 
only  proper  and  just,  where  this  expense  is  ascertained,  and  is 
uniform  as  to  all  consumers,  that  the  same  should  be  returned,  in 
part  at  least,  to  the  company.  There  seems  to  be  no  disposition  on 
the  part  of  the  village  to  question  the  reasonableness  of  such  charge 
for  some  service,  and  were  it  not  for  the  restriction  put  upon  the 
company  as  to  its  maximum  rate  for  gas,  the  Commission  would 
not  hesitate  to  approve  of  such  charge  of  fifty  cents,  even  though 
the  same  would  slightly  increase  the  maximum  rate,  because  the 
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greater  portion  of  such  charge  would  be  made  for  services  other 
than  the  furnishing  of  gas. 

''The  PubUc  Service  Commissions  Law  gives  the  company  no  choice 
as  to  whom  it  shall  serve;  the  company  may  be  required  to  tap  its 
main  along  a  street  and  make  connections  for  private  service  with 
fifty  consumers,  and  yet  none  of  them  is  obliged  to  guarantee  a 
certain  consumption  of  gas;  all  the  wh,ile,  however,  the  company, 
at  the  expense  above  menti®ned,  holds  itself  in  readiness  to  serve 
all  of  such  customers.  A  consumer,  when  he  agrees  to  take  gas, 
also  agrees  to  pay  for  the  same  at  the  rate  fixed  between  the  parties ; 
this  agreement  comprehends  an  obligation  upon  the  part  of  the 
consumer  to  take  and  pay  for  a  reasonable  amount  of  gas;  and  if  he 
does  not  do  this,  he  can  not  be  absolved  from  the  payment  of  such 
reasonable  sum  as  may  be  charged  by  the  company  for  standing 
ready  to  furnish  such  gas. 

"In  this  case,  the  company  desires  to  provide  for  a  situation  where, 
after  installing  a  gas  main  in  the  street  and  connecting  the  same 
with  the  service  on  said  premises,  installing  the  meter  and  rendering 
all  the  services  hereinbefore  mentioned,  in  holding  itself  in  readiness 
to  serve  the  customer  with  gas,  it  finds  that  the  customer  uses 
either  no  gas  at  all  or  a  quantity  which  yields  a  net  return  of  less 
thati  fifty  cents  per  month,  and  which  does  not  justify  the  making 
and  collection  of  monthly  bills.  A  way  should  be  found,  therefore, 
whereby  a  reimbursement  may  be  had  by  the  company  for  the 
actual  expenses  incurred  in  maintaining  a  readiness  to  serve  that 
class  of  customers.  Such  a  practice  is  not  uncommon,  and  has 
uniformly  been  approved  by  this  Commission ;  for  it  will  be  observed 
that  such  charge  does  not  violate  the  law  prohibiting  a  meter  charge, 
nor  is  it  connected  in  any  way  with  the  price  or  rate  for  the  gas 
itself." 

224.5— Rates  Fixed  by  Contract. 

"A  gas  rate  is  made  up  of,  at  least,  two  elements,  the  charge  for  the 
quantity  of  gas  used,  and  the  charge  for  being  ready  to  serve.  The 
existing  filed  schedule  of  the  company  probably  seeks  to  provide  for 
both  these  elements,  and  the  question  involved  here  is  whether  such 
charge,  including  a  readiness  to  serve,  as  well  as  gas  service,  can  be 
justified  under  the  plain  provisions  of  the  franchise  which  fixes  the 
maximum  charge  at  forty  cents  per  thousand." 

The  Commission  holds  that  the  rate  restriction  in  the  franchise  must 
be  respected. 

In  conclusion  the  Commission  "favors  a  monthly  charge  as  proposed 
by  the  company"  but  requires  that  it  be  phrased  so  as  to  show  that  it 
covers  costs  aside  from  the  furnishing  of  gas  and  does  not  violate  the 
franchise  fixing  a  maximum  for  gas  consumed.  The  Commission 
suggests  the  following  provision : 

"A  service  charge  of  50  cents  per  month  will  be  made  against  each 
consumer  unless  his  net  bill  for  gas  consumed  during  the  month 
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shall  equal  or  exceed  50  cents.  The  monthly  service  charge  will 
cover  all  gas  furnished  during  the  period  for  which  such  charge  is 
made." 

MISSOURI 
580 — Terms  and  Conditions. 

HOHENTHAL   V.    CONSUMERS     ElECTRIC     LiGHT    AND     PoWER     CoMFANY, 

Complaint  as  to  Separate  Metering  of  Consumer's  Business  and  Resi- 
dence Service.  Decision  of  the  Missouri  Public  Service  Commis- 
sion, Requiring  Service  Through  One  Meter  for  Business  aind  Residence 
Service  in  One  Building.     .January  24,  1916. 

The  complainant  purchases  electric  energy  from  the  respondent  com- 
pany for  lighting  a  two  story  building.  The  first  story  of  the  building 
he  uses  as  a  store  and  the  second  story,  as  a  residence.  The  respondent 
company  installed  two  meters,  one  for  service  to  the  residence  and  the 
other  for  service  to  the  store.  The  complainant  contends  that  he  is 
entitled  to  service  through  a  single  meter. 

The  rates  of  the  respondent  company  were  prescribed  by  the  Commis- 
sion in  Meek  v.  Consumers  Electric  Light  and  Power  Company,  2  Mo. 
P.  S.  C.  122  (7  Rate  Research  58).  The  same  rates  apply  to  busi- 
ness and  residence  service,  but  the  minimum  charge  is  75  cents  for 
residence  service  and  -■rI.OO  for  business  service. 

The  decision  says: 

"The  question  whether  a  consumer  is  entitled  to  have  more  than  one 
installation  in  different  localities,  considered  as  a  single  installation 
for  the  purpose  of  procuring  a  reduction  in  rates  l^y  having  the  rates 
based  on  the  total  consumption,  has  been  considered  by  other  Com- 
missions. 

"A  ruling  of  the  Oregon  Railroad  Commission  as  set  forth  in  the 
syllabus  to  the  opinion  in  the  case  of  In  Re  Oregon  Power  Company, 
P.  U.  R.  1915C,  page  694,  is  as  follows: 

"  'An  electric  utihty  whose  tariff  provides  lower  rates  as  the  quantity 
consumed  increases  cannot  contract  with  a  single  consumer  desiring 
to  be  sferved  in  different  localities,  that  a  single  bill  should  l^e  ren- 
dered for  the  aggregate  quantity  consumed  so  as  to  entitle  such  con- 
sumer to  lower  rates.' 

"The  Commission  held: 

"  'Such  practice  would  immediately  result  in  an  undue  preference 
to  the  consumer  and  an  unjust  discrimination  against  oth(n-  patrons 
receiving  a  like  and  contemporaneous  service  under  substantially 
similar  circumstances.' 

"The  Arizona  Corporation  Commission  held  in  the  case  of  Dominion 
Hotel  Company  v.  Globe  Light  alnd  Power  Company,  P.  U.  R.  A. 
1915F,  page  306,  that  a  hotel  company  owning  two  hotels  was  not 
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entitled  to  rates  for  electricity  upon  the  basis  of  one  reading  for 
meters  where  the  buildings  and  service  were  entirely  separate  and 
required  two  meters  and  two  transformers. 

"The  Wisconsin  Railroad  Commission  in  passing  upon  the  double 
meter  system  for  measuring  gas  for  fuel  and  for  lighting  when  the 
rate  was  the  same,  in  the  case  of  City  of  Racine  v.  Racine  Gas  Light 
Company,  6  W.  R.  C.  R.  319,  held  as  follows: 

"  'The  petitioner  objected  specifically  to  the  double  meter  system. 
Petitioner  claimed  that  since  the  gas  used  for  fuel  purposes  and  for 
illuminating  purposes  was  the  same  gas  and  came  from  the  same  main, 
there  existed  no  j ustification  of  different  rates  for  the  two.  It  is,  of 
course,  to  the  two-rate  system  that  the  double  meter  system  owes  its 
existence.  If  the  same  rate  is  given  to  both  fuel  and  illuminating  gas 
consumers,  no  necessity  exists  for  the  use  of  the  two  meters,  one  for 
domestic  fuel  gas  and  the  other  for  illuminating  gas. 

"  'Whatever  the  reasons  may  have  been  for  the  adoption  of  the  double 
meter  system,  it  does  not  appear  that  the  conditions  in  Racine,  as 
respecting  both  operating  conditions  and  demand,  and  the  rates, 
demand  a  continuation  of  this  practice.  When  the  meter  rate  is 
made  the  same  for  both  fuel  and  illuminating  gas,  it  is  obvious  that 
the  necessity  for  the  double  meter  system  no  longer  exists.' 

"The  purpose  of  permitting  a  minimum  monthly  charge  and  in 
dividing  the  consumers  of  electricity  at  De  Soto  into  two  classes, 
residence  and  lousiness  consumers,  is  set  forth  in  the  report  of  the 
CommisBion  in  the  case  of  Meek  v.  Consumers  Electric  Light  and 
Power  Company,  2  Mo.  P.  S.  C.  R.,  page  146  (7  Rate  Research  61) 

"It  was  not  intended  by  the  decision  in  that  case  to  require  the 
installation  of  two  meters  for  each  consumer  capable  of  receiving 
service  for  both  business  and  residence  lighting  at  one  locality. 
When  lighting  service  is  furnished  a  consumer  at  two  localities,  for 
either  residence  or  business  lighting,  and  separate  installations  are 
required  for  that  purpose,  the  cost  to  the  defendant  is  greater  than 
when  service  is  furnished  by  a  single  installation.  When  the  lighting 
ser\ace  can  be  furnished  for  both  business  and  residence  use  upon 
a  single  meter,  as  in  this  case,  the  defendant  can  carry  the  charges 
for  the  service  against  complainant  in  one  account  and  avoid  the 
cost  of  furnishing  and  maintaining  one  meter.  The  cost  of  fur- 
nishing lighting  service  to  complainant  upon  a  single  meter  would 
be  less  than  the  cost  of  furnishing  the  same  to  business  and  residence 
consumers  in  separate  localities  and  there  is  no  unlawful  discrimina- 
tion in  furnishing  service  to  complainant  upon  a  single  meter  and 
giving  him  the  benefit  of  the  combined  consumption  of  electricity 
for  business  and  residence  use  in  estimating  the  monthly  charge 
due  to  defendant  under  the  block  rate  plan  now  in  effect  which  is  the 
same  for  business  and  for  residence  use  except  the  minimum.  The 
maximum  monthly  minimum  charge  of  one  dollar  should  be  applied. 
All  consumers  similarly  situated  are  entitled  to  the  same  rates." 
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In  the  Commission's  order  the  company  is  required  to  place  complain- 
ant's service  upon  a  single  meter  at  the  company's  expense. 

NEW  YORK 

221.1 — Issue  of  Stocks  and  Bonds. 

BiNGHAMTON  LiGHT,  Heat  AND  PowER  CoMPANY,  Application  For 
Authority  to  Issue  Securities.  Decision  of  the  New  York  Public 
Service  Commission  (2D),  Fixing  Terms  For  Issuance  of  the  Securities. 
April  11,  1916. 

The  question  arose  in  this  case  as  to  whether  or  not  the  Commission 
has  the  right  to  authorize  the  issue  of  securities  for  the  purpose  of 
maintenance  of  service  and  of  making  replacements.  An  earlier  de- 
cision of  the  Commission  in  this  case  was  appealed  to  the  Court  of 
Appeals.  The  decision  of  the  Court  of  last  resort  (People  ex  rel. 
B.  L.  H.  &  P.  Co.  V.  Stevens,  203  N.  Y.  7)  raises  doubt  as  to  the  power 
of  the  Commission  to  authorize  issues  for  such  purposes,  but  the  Com- 
mission says: 

"A  careful  examination  of  the  opinion  and  of  the  record  in  the  case 
plainly  leads  to  the  conclusion  that  in  its  consideration  of  the  par- 
ticular issue  involved  the  Court  treated  the  order  of  the  Commission 
as  approval  of  a  proposition  to  permanently  capitalize  an  expendi- 
ture— or  at  least  a  portion  thereof — which  properly  should  have 
been  charged  to  operating  expenses.     .     .     ." 

The  Commission  points  out  that  by  statute  (Section  69  of  the  Public 
Service  Commissions  Law)  electrical  corporations  are  authorized  to 
issue  securities  for  the  following  purposes: 

"1,  Acquisition  of  property;  2,  The  construction,  extension  or  im- 
provement of  its  plant  or  distributing  system;  3,  The  improvement 
or  maintenaiKe  of  its  service;  4,  The  discharge  or  lawful  refunding  of 
its  obligations;  5,  The  reimbursement  of  its  treasury  for  moneys 
actually  expended  from  income  (under  certain  restrictions  as  to  the 
time  of  such  expenditures  in  relation  to  date  of  application  for  such 
reimbursement)  for  any  of  the  first  four  purposes  mentioned  except 
maintenance  of  service  and  replacements. 

"To  deny  the  right  of  the  corporation  to  issue  securities  under  such 
circumstances  [for  maintenance  and  replacements] — which  would 
be  the  equivalent  of  denying  the  authority  of  the  Commission  to 
approve  of  such  an  issue — would  inevitably  result  every  now  and 
then  in  throwing  into  bankruptcy  corporations  which  may  have 
been  temporarily  unfortunate  in  their  business  operations  under 
circumstances  which  would  not  only  do  violence  to  both  the  judg- 
ment and  sense  of  justice  of  the  Commission  but  which  would 
operate  to  the  disadvantage  of  both  public  and  private  interests 
involved.     ... 

"Almost  immediately  after  the  decision  of  the  court  of  last  resort 
above  referred  to,  the  Commission  did  not  hesitate  to  make  an 
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order  approving  the  issue  of  securities  for  operating  expenses,  and 
from  that  time  down  to  the  present  has  again  and  again  exercised 
such  authority  without  challenge  from  any  source  of  its  power  in 
the  premises. 

"We  unanimously  and  unhesitatingly  affirm  our  conviction  that 
under  the  Public  Service  Commissions  Law  this  Commission  has 
authority  to  approve  the  issue  of  corporate  securities  for  the  purpose 
of  maintenance  of  service  and  of  making  replacements,  provided 
that  such  purposes  shall  be  expressly  and  distinctly  stated  and 
certified  in  the  Commission's  order  of  approval,  and  that  the  trans- 
action shall  be  safeguarded  by  requirement  in  the  order  for  due 
and  timely  amortization  or  some  other  adequate  provision  for 
extinguishment  of  the  charges  thus  created.  We  believe  that  the 
Court  of  Appeals  has  never  questioned  nor  intended  to  question 
said  authority." 


IDAHO 

300 — Investment  and  Return. 

MuLLAN  Water  Works,  Investigation  of  Rates,  Rules  and  Regulations 
For  Water  Service.  Decision  of  the  Idaho  Public  Utilities  Commis- 
sion, Fixing  Rates.     May  16,  1916. 

Some  difficulty  arose  between  the  Board  of  Trustees  of  the  Village  of 
Mullan  and  the  Water  Company.  Both  the  village  trustees  and  the 
company  hesitated  in  commencing  formal  proceedings  before  the  Com- 
mission on  account  of  the  expense  incident  to  the  valuation  of  the 
property  of  the  water  utility.  The  decision  says  that  the  Commission, 
not  having  an  engineering  staff,  was  unable  to  assist  the  parties  in 
that  respect.  The  parties,  however,  came  to  an  agreement  as  to  the 
physical  value  of  the  property.  This  valuation  was  accepted  by  reso- 
lution unanimously  passed  by  the  Village  Board  and  was  approved 
and  accepted  by  the  Company.  The  valuation  of  the  property  thus 
decided  upon  is  used  by  the  Commission  for  the  purposes  of  this  case 
without  further  investigation. 

A  rate  of  return  of  10  per  cent  was  also  agreed  upon  by  both  parties,  and 
the  Commission  finds  this  to  be  a  reasonable  return.  The  Company  is 
serving  a  mining  community  and  the  Commission  points  out  that  there 
is  the  risk  connected  with  the  operation  of  a  utility  in  a  community  of 
this  character  which  is  to  be  taken  into  consideration. 

The  Commission's  order  prescribed  reasonable  rates  for  general  service 
and  for  service  to  the  village. 

112.5 — Ordinance  Rates. 

The  Company's  franchise  provided  for  free  service  to  the  village.  Con- 
sequently the  village  has  not  paid  and  is  not  now  paying  anything  for 
the  use  of  water.     The  Commission  savs : 
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"There  is  no  reason  in  justice  or  equity  why  the  patrons  of  this  Com- 
pany should  be  compelled  to  pay  the  cost  of  fire  protection  and  other 
municipal  water  service.  That  cost  should  be  borne  by  a  tax  upon 
all  the  property  in  the  Village." 

The  Commission  cites  its  holding  in  the  Sandpoint  Water  and  Light 
Company  case  (8  Rate  Research  83,  84),  disapproving  of  free  service 
to  municipalities,  and  says: 

"The  Commission,  therefore,  finds  that  the  practice  of  the  Water 
Company  in  furnishing  free  water  service  to  the  Village  of  MuUan 
should  be  discontinued  and  that  the  Village  of  Mullan  should  pay  for 
such  service,  the  rates  herein  prescribed." 

REFERENCES 
RATES 

411 — Apportionment  of  Expense. 

An  Outline  for  the  Determination  of  Rate  Schedules,  by  J.  A. 
WHITLOw^  Paper  Read  Before  the  Missouri  Public  UtiUties  Asso- 
ciation, May  11-13,  1916. 

An  example  of  cost  analysis  is  worked  out  as  a  basis  for  preparing  rate  schedules 
of  electric  companies.  No  discussion  of  rate  theories  or  of  the  different  types 
of  rates  is  given,  the  purpose  of  the  paper  being  to  give  as  far  as  practicable  an 
illustration  of  the  study  of  costs  preliminary  to  rate  making.  Data  for  a  middle- 
sized  city  are  used  and  investment  and  operating  exj^enses  are  allocated  to  cus- 
tomer, demand,  and  energy  charge  and  calculations  are  made  for  the  different 
classes  of  service  as  follows:  business  lighting,  residence  lighting,  white  way 
lighting,  series  arc  lighting,  fiat  rate  signs,  and  power. 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Washington  Public  Service  Commission,  Fifth  Annual  Report  Cov- 
ering the  Period  From  December  1,  1914,  to  November  30,  1915.  258 
pages. 

The  report  contains  abstracts  showing  disposition  of  cases  decided  and  status 
of  pending  cases,  statements  regarding  the  status  of  cases  carried  to  the  courts 
and  consolidated  reports  of  steam  roads  and  electric  roads. 

252 — Commission  Annual  Reports. 

The  Bureau  of  Engineering  of  the  Pennsylvania  Public  Service 

Commission,  First  Annual  Report  For  the  Year  Ending  June  30,  1914. 

Pamphlet  232  pages. 

The  report  contains  a  digest  of  the  Public  Service  Company  Law  of  Pennsylvania 
affording  a  comprehensive  explanation  of  the  application  and  scope  of  the  Law  to 
matters  pertaining  to  engineering  and  the  work  of  the  Bureau  of  Engineering. 
The  report  contains  an  account  of  the  organization  of  the  Bureau  staff  and  the 
work  accomplished  up  to  June  30,  1914,  and  an  outline  of  future  work  for  which 
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preparation  is  being  made.  A  copy  of  the  rules  and  regulations  pertaining  to 
electric,  gas,  heating  and  water  utilities,  adopted  by  the  Commission,  is  included 
in  the  report. 


GENERAL 

910 — Promotion  and  Growth  of  Business. 

Selling  Municipal  and  Highway  Lighting,  by  Thomas  F.  Kelly. 
Electrical  Review  and  Western  Electrician,  May  20, 1916,  p.  915.   3  pages. 

The  opportunities  to  the  central  station  in  increasing  municipal  and  highway 
lighting  are  emphasized.  It  is  stated  that  there  are  35,555  miles  of  national 
highway  alone  that  if  lighted  would  afford  central  stations  an  amnial  income  of 
$5,000,000,  and  other  important  fields  are  available  in  urban  and  rural  communi- 
ties. Every  central  station  should  attempt  to  interest  the  local  good  road  and 
automobile  clubs  in  the  movement  and  "light  up"  the  highways  in  its  territorj-. 

950— Progress  in  the  Art. 

Electric  Service  to  Interconnected  Illinois  Towns.  Electrical 
World,  May  20,  1916,  p.  1146.     7  pages. 

The  article  gives  a  somewhat  full  account  of  the  work  of  the  Middle  West  Utilities 
Company,  especially  the  work  of  the  three  subsidiaries,  the  Central  Illinois 
Public  Service  Company,  The  Illinois  Northern  Utilities  Company  and  the  Cen- 
tral Illinois  Utilities  Company,  in  furnishing  electric  service  to  rural  communi- 
ties and  small  towns  and  villages.  According  to  the  census  data  of  1910,  around 
70  per  cent  of  the  one  hundred  million  people  of  the  United  States  live  in  rural 
districts  and  in  towns  and  villages  of  less  than  25,000  inhabitants.  The  furnish- 
ing of  electric  service  to  groups  of  these  small  communities  through  adecjuate 
generation,  transmission  and  distribution  facilities  has  been  an  important  recent 
development  of  the  central  station  industry.  The  many  advantages  of  the  in- 
terconnected service,  and  the  economies  effected  by  the  operation  of  few  gener- 
ating stations  and  by  unit  management  are  discussed. 

950 — Progress  in  the  Art. 

German  Electricity  Supply  and  Rates.  Electrical  World,  Mav  20, 
1916,  p.  1174. 

An  abstract  is  given  of  an  article  in  Elektrotcchnische  Zciischrift  of  March  2,  1916, 
in  which  Fr.  Schmidt  refers  to  a  German  government  manifesto  issued  before  the 
war  on  the  desirability  of  uniformity  of  electricitj'  supply  throughout  Germany  in 
such  a  way  that  not  only  the  rich  and  highly  populated  districts  would  be  sup- 
plied with  electric  service,  but  also  the  poorer  and  the  less  populated  agricul- 
tural districts.  While  the  author  of  the  article  agrees  with  this  general  tendency, 
he  would  deplore  any  restrictive  regulations  of  the  government  since  these  would 
only  discourage  private  enterprise  to  go  into  unremunerative  transmission  schemes 
in  agricultural  districts.  If  private  parties  undertake  such  pioneer  work,  they 
ought  to  have  something  of  a  monopoly  in  carrying  out  the  installation.  The 
author  thinks  that  in  the  end  it  should  not  be  the  state  which  should  take  over 
the  electricity  sui:)ph',  but  expresses  his  belief  that  each  province  should  do  so, 
installing  one  or  more  large  generating  plants  and  a  transmission  system  extending 
over  the  province.  The  distribution  to  the  consumers  should,  he  thinks,  be  in 
the  hands  of  the  counties  or  municipalities,  and  the  electricity  supply  system  of 
the  different  provinces  should  be  interconnected. 
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RATES 

PROVIDENCE,  RHODE  ISLAND 

720— Rate  Schedules. 

Narragansett  Electric  Lighting  Company,  Providence,  Rhode 
Island  (Population  224,326),  Rate  Schedules  for  Electric  Power,  Effec- 
tive in  Providence  Only.     April  12,  1916. 

The  Narragansett  Electric  Lighting  Company  has  made  reductions 
and  changes  in  the  schedules  for  power  service  in  Providence.  The  new 
rates  are  as  follows: 

POWER  RATE  D. 

Available  for  electric  motors,  electrolytic  processes,  commercial  and  domestic 
heating  apparatus,  X-ray  machines,  electro-therapeutic  apparatus,  battery 
charging,  commercial  photographic  processes  and  radio  telegraphing  and  tele- 
phoning. 

Rate. 

6  cents  net  per  kilowatt  hour. 

Minimum  Charge. 

$1.00  per  month  for  in.stallations  less  than  2  horse-power; 

..50  per  horse  power  per  month  for  installations  from  2  to  10  horse-power. 
$5.00  per  month  for  installations  exceeding  10  horse-power. 

POWER  RATE  F. 

Available  for  customers  signing  an  annual  contract  with  a  demand  of  5  horse-power 
or  over.     Application  same  as  in  "Power  Rate  D." 


Monthly  Service 

Charge 

Current  Charge 

H.  P.  Demand 

per 

per 

Horse  Power 

Kilowatt -hour. 

.5  to    10 

$1.50 

.014 

10  to    2.5 

1.35 

.012 

25  to    40 

1.30 

Oil 

40  to    75 

1.20 

.010 

75  to  100 

1.10 

.009 

100  to  200 

1.00 

.0085 

200  to  300 

1.00 

.  .0075 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Prompt  Payment  Discount. 
The  above  rates  are  net. 

Minimum  Charge. 

The  Monthly  Service  Charge  as  given  above. 

Term  of  Contract. 

One  year. 

POWER  RATE  G. 

Available  for  customers  signing  a  contract  for  a  demand  of  225  kilowatts  or  over. 
Current  may  be  used  for  electric  motors,  electrolytic  processes,  commercial 
heating  apparatus,  battery  charging,  welding  and  lighting  not  exceeding  twenty- 
five  per  cent  of  the  total  demand. 

Rate. 

Monthly  Service  Charge  Current  Charge 

Demand  in                              per  per 

Kilowatts              Kilowatt  of  Demand  Kilowatt -hour 

225  to  300  $1.34  .007 

300  to  375  1.34  .0065 

375  and  over  1.34  .006 

Prompt  Payment  Discount. 

The  above  rates  are  net. 

Minimum  Charge. 

The  Monthly  Service  Charge  as  given  above. 

Lamp  Renewals. 

No  lamps  will  be  furnished  free,  either  for  first  installation  or  renewals. 

Term  of  Contract. 
One  year. 

COMMISSION  DECISIONS 

ILLINOIS 

300 — Investment  and  Return. 

McClanahan  v.  Tri-County  Light  and  Power  Company,  Complaint 
as  to  Rates  For  Electric  Service.  Decision  of  the  Illinois  Public 
Utilities  Commission,  Dismissing  the  Complaint,  February  10,  1916. 

The  respondent  company  is  controlled  by  the  Middle  West  Utilities 
Company  and  is  furnishing  electric  service  to  a  number  of  municipali- 
ties in  the  counties  of  Mercer,  Henry,  Knox  and  Warren — principally 
in  the  County  of  Mercer.  No  complaint  is  made  as  to  service,  but  a 
resident  of  the  Village  of  Viola  alleges  that  the  rates  are  unreasonable. 

The  Commission  finds  that  the  company's  business  in  the  entire  Tri- 
County  system  is  in  a  devdopmental  state  and  that  the  village  of  Viola 
is  among  the  least  remunerative  of  the  municipalities  served.  The  rate 
for  general  lighting  of  14  cents  net  per  kilowatt-hour  is  found  to  be 
reasonable  during  the  development  period.     The  Commission  says: 

"Once  the  business  is  established,  further  investigation  may  show  the 
present  rates  to  be  excessive.     There  is  probably  much  truth  in  the 
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petitioner's  statement  that,  were  the  electric  rates  in  the  Village  of 
Viola  lower,  there  could  be  attached  considerably  more  business." 

540 — Minimum  Charge, 

The  Company  is  charging  one  dollar  per  month  as  a  minimum  bill.  No 
minimum  charge  has  been  filed  with  the  Commission  and  the  order  re- 
quires the  company  to  discontinue  this  charge  until  a  minimum  bill 
provision  has  been  properly  filed. 

520 — Determination  of  Demand, 

"The  respondent  has  filed  a  power  rate,  effective  in  the  Village  of 
Viola,  containing  the  following  clause: 

"  'The  Company  shall,  however,  have  the  right,  at  any  time  and  from 
time  to  time,  to  test  the  motor  or  motors  connected,  and  if  it  be  found 
upon  any  such  test  that  the  actual  maximum  demand  of  such  motor 
or  motors  exceeds  the  maximum  estimated  and  fixed,  as  above  pro- 
vided, then  such  actual  maximum  demand  shall  be  deemed  to  be  the 
maximum  demand  for  the  month  in  which  such  test  is  made,  and 
for  each  subsequent  month  thereafter,  until  again  changed  by  another 
test  under  the  provisions  hereof,' 

"This  clause  provides  for  an  increase  in  the  maximum  demand  in 
favor  of  the  respondent,  but  fails  to  provide  for  a  decrease  in  the 
maximum  demand  whenever  such  would  react  to  the  consumer's 
advantage.  The  regulation  should  meet  the  situation  squarely  and 
should  admit  of  both  increases  and  decreases." 

513.9— Step  Meter  Rate. 

"In  the  same  power  schedule  the  respondent  has  a  quantity  discount 
block  rate  which  permits  a  discriminatory  stop  at  the  fifty  dollars 
point  in  the  secondary  consumption.  This  schedule  shoulcl  be  sup- 
planted by  undiscriminatory  blocks  which  eliminate  all  discrimin- 
atory steps. 

"Likewise,  the  respondent  has  filed  for  the  Village  of  Aledo  a  similar 
quantity-discount  rate  schedule  which  contains  unfairly  discrimin- 
atory stops  for  many  bills  in  excess  of  two  dollars  per  month.  An 
equivalent  undiscriminatory  block  rate  is  considered  superior  by  this 
Commission." 

The  Company  is  required  in  the  Commission's  order  to  correct  the 
errors  and  discrepancies  to  which  attention  is  called. 

312.8— Discarded  Property. 

In  going  over  the  capital  account  as  shown  in  the  company's  annual  re- 
port it  appeared  that  more  than  two-thirds  of  the  respondent's  invest- 
ment is  carried  as  "cost  of  plant  in  lieu  of  plant  constructed."  This 
capitaUzation,  presumably  represents  the  cost  of  a  number  of  small 
plants,  with  property  and  business  rights,  acquired  by  the  respondent. 
The  investment,  in  a  large  plant,  is  inactive  in  so  far  as  it  represents 
the  plants  superseded  for  the  electric  transmission  system. 

The  Commission  says: 
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"The  trend  of  development  among  electric  central  stations  is  markedly 
toward  the  extension  of  transmission  lines  into  the  smaller  commu- 
nities of  the  State.  Undoubtedly,  great  benefits  have  accrued  from 
such  developments.  Small  villages  and  hamlets  which  otherwise 
could  never  look  forward  to  profitable  local  electric  plants,  are 
served  with  modern  electricity  at  prices  which  are  to  be  afforded 
by  the  majority.  The  future  of  transmission -line  development 
seems  very  rosy  indeed,  l3ut  the  developers  of  extensive  transmis- 
sion systems,  in  dreaming  of  the  future,  are  prone  to  neglect  the 
present.  Wrapt  in  the  possibilities  of  the  next  generatioxi,  the 
promoters  of  electric  transmission  systems  have  purchased  many 
existing  isolated  steam  generating  plants,  for  the  double  purpose 
of  eliminating  competition  of  present  existence  and  of  securing 
new  territory  which  may  prove  to  be  a  fruitful  field  for  future  de- 
velopment. It  is  a  fact  that,  in  general,  electrical  energy  may  be 
purchased  far  more  economically  at  a  large  central  station  than  at 
a  number  of  small  isolated  plants;  but  the  cost  of  conducting  the 
central  station  energy  over  long  distances  and  the  inherent  losses 
of  transmission  are  influential  items  of  no  mean  importance. 

"The  question  of  whether  or  not  a  transmission  line  should  be 
extended  into  a  municipality  to  supplant  an  existing  and  adequate 
steam  generating  plant,  whether  in  the  abstract  or  in  the  concrete, 
is  not  in  the  least  a  complex  engineering  problem,  it  is  a  question 
whose  solution  usually  may  be  ascertained  positively  without  any 
experimentation  of  an  actual  replacement.  In  any  particular 
problem  there  need  exist  no  doubt  whatsoever  as  to  the  propriety 
of  the  additional  capital  expenditures  which  are  necessary  for  the 
transmission  line.  In  a  given  locality  where  a  small  steam  station 
may  be  in  service,  if  the  saving  in  operating  expenses  is  insufficient 
to  offset  the  additional  fixed  charges  of  a  proposed  transmission 
line,  plus  the  line  losses,  it  seems  obvious  that  the  new  constructioxi 
could  not  be  justified  o:a  the  grounds  of  economy  alone,  and,  corollary 
thereto,  if  the  saving  in  operating  expenses  more  than  offsets  the 
fixed  charges  on  a  proposed  transmission  line,  it  does  not  seem 
-unreasonable  to  ask  that  any  saving  effected  should  be  applied 
first  to  the  amortization  of  the  superseded  generating  equipment. 
Once  the  old  generating  equipment  has  been  amortized,  further 
saving  could  be  dividecl  between  earnings  to  the  utility,  on  the 
one  hand,  and  reduced  rates  of  charges  to  the  consumers  on  the 
other  hand. 

"If  the  transmission  method  of  operating  electric  properties  is  to 
be  successful  ultimately,  the  lines  must  be  brought  to  such  a  degree 
of  perfection  that  adequate  and  reliable  service  will  be  rendered 
without  recourse  to  a  large  number  of  small  local  reserve  plants. 
The  burden  of  perfecting  the  details  of  successful  transmission  lines 
rests  with  the  utilities  which  advocate  the  policy  of  extensive  trans- 
mission on  systems." 
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MISSOURI 

300 — Investment  and  Return. 

Marshall  v.  St.  Joseph  Gas  Companyj  Complaint  as  to  Rates  for 
Gas  Service  in  the  City  of  St.  Joseph.  Decision  of  the  Missouri 
Public  Service  Commission,  FincUng  that  the  Rates  in  Effect  are 
Reasonable.     November  27,   1915. 

The  Company  was  at  one  time  furnishing  artificial  gas  only.  At 
the  present  time  the  company  is  supplying  natural  gas  under  coxitract 
with  the  Kansas  Natural  Gas  Company.  The  supply  of  natural 
gas  is  insufficient  and  it  has  l^een  necessary  to  supplement  the  service 
with  manufactured  gas.  The  rates  now  in  effect  are  -1^1.00  per  thou- 
sand cubic  feet  for  artificial  gas  and  40  cents  for  natural  gas.  The 
latter  rate  the  company  proposed  to  increase  to  60  cents,  and  the  ques- 
tion of  what  is  a  reasonable  rate  was   presented   to  the  Commission. 

There  was  also  question  as  to  the  company's  franchise  right  to  furnish 
the  natural  gas  or  to  return  to  the  furnishing  of  artificial  gas  after 
having  discontinued  its  manufacture  for  a  time.  The  Commission 
held  that  the  question  of  franchise  rights  is  one  for  the  courts  to  decide 
and  records  a  decision  of  the  Circuit  Court  of  Buchanan  County  decid- 
ing that  issue  in  the  company's  favor. 

In  regard  to  rates,  the  Commission  finds  that  the  company  has  failed 
to  earn  a  reasonable  return  but  that  the  proposed  increase  in  rates  is 
unreasonable.  The  present  rate  of  40  cents  is  found  to  be  reasonable 
and  for  an  increase  in  the  rate  of  return  the  company  is  to  look  to 
receiving  a  proper  payment  for  large  amounts  of  gas  furnished  by  the 
company  to  the  State,  the  county  and  the  city,  and  to  an  increase  in 
the  low  rates  now  charged  for  large  quantities  of  gas  sold  under  special 
contracts  for  manufacturing  purposes.  It  is  also  found  that  salaries 
paid  to  non-resident  officers  coulcl  be  dispensed  with  without  detriment 
to  the  business  of  the  company  or  the  service,  and  the  contract  with 
the  Kansas  Company  is  found  to  provide  for  a  higher  rate  for  natural 
gas  than  is  charged  other  similar  distributing  companies.  The  Com- 
mission says: 

"The  Kansas  company  is  not  before  us,  and  we  have  no  jurisdiction 
-  over  the  contract  between  that  company  and  the  defendant,  under 
which  the  latter  receives  its  gas  from  the  former.  However,  it  is 
well  recognized  that  in  rate  making  cases  only  reasonable  changes 
as  operating  expenses,  will  be  allowed  against  the  public.  In  re 
Express  Rates,  etc.,  28  I.  C.  C.  132,  1.  c.  141;  Milk  Producers' 
Protective  Ass'n  v.  Delaware,  Lackawanna  &  Western  R.  Co.,  7 
I.  C.  C.  92  1.  c.  138,  143  and  164;  Steenerson  v.  Great  Northern 
Ry.  Co.,  69  Minn.,  353  1.  c.  404;  Chicago  &  G.  T.  Ry.  Co.  v.  Wellman, 
143  U.  S.  339  I.  c.  345;  In  re  Northampton  Gas  Petition  (Mass.) 
P.  U.  R.  1915-A,  618,  1.  c.  622;  Southern  Pacific  Companv  v.  Board 
of  Railroad  Commissioners,  78  Fed.  236  I.  c.  269;   McGregor-Noe 
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V.  Springfield  Gas  and  Electric  Co.,  1  Mo.  P.  S.  C.  468,  1.  c.  545; 
In  re  Southwestern  Tel.  &  Tel.  Co.  (not  yet  reported)." 

None  of  the  above  suggestions  are  covered  in  the  Commission's  order, 
which  leaves  the  Company's  rates  unchanged. 

A  valuation  was  made  of  the  company's  property  and  extracts  are  here 
given  of  the  Commission's  discussion  on  basis  of  valuation  and  on 
going  value. 

311.1— Original  Cost. 

"The  actual  investment  in  the  property  of  a  public  utility  where 
the  plant  is  of  recent  construction  is  considered  the  most  satis- 
factory evidence  of  fair  present  value  of  the  physical  property,  but 
in  case  of  a  plant  constructed  piecemeal  and  during  a  long  period 
of  years,  especially  when  as  in  this  case  the  property  to  be  valued 
has  been  brought  under  the  ownership  of  one  company  as  the  result 
of  the  merging  and  consolidation  of  a  number  of  separate  companies, 
there  is  necessarily  depreciation  and  duplication  of  some  parts 
of  the  plant,  and  frequently  appreciation  of  other  parts;  therefore, 
the  book  value  alone  cannot  be  regarded  as  a  reliable  index  of 
present  value.  And,  instead  of  attempting  to  correct  the  book 
value  by  extrinsic  evidence,  we  consider  it  the  bfetter  course  to  take 
the  value  as  shown  by  the  books  for  what  it  is  worth  along  with 
other  facts,  using  it  merely  as  a  check  on  the  valuation  basis  of 
reproduction  new  less  depreciation,  which  we  regard  as  the  safer 
guide  in  arriving  at  the  present  value  under  the  facts  of  this  case." 

315.1— Going  Value. 

In  rega,rd  to  going  value,  the  Commission  says: 

"There  is  no  doubt  that  a  public  utility  with  an  investment  of  over 
$1,500,000  in  successful  operation  and  earning  a  reasonable  return 
has  and  ought  to  have  a  value  in  excess  of  the  actual  cost  of  the 
physical  property.  A  plant  thus  in  successful  operation  would 
certainly  have  a  value  in  excess  of  such  cost  on  the  market.  And 
even  if  such  a  plant  were  not  successful,  solely  because  of  unreasonably 
low  rates  being  imposed  upon  it  by  a  rate-making  body,  a  value 
above  that  of  the  physical  property  should,  notwithstanding,  be 
allowed  to  it  in  a  rate-making  case.  However,  we  are  valuing  the 
property  of  a  company  whose  rates  were  voluntarily  made  and  put 
into  effect  by  the  company  itself  without  restriction  or  regulation 
in  that  regard  by  the  State  or  municipality,  and  whose  business, 
according  to  its  own  showing,  has  been  unprofitable  each  year  for 
a  period  of  almost  ten  years.  It  is  needless  to  say  that  such  a 
property  is  not  a  desirable  investment  and  does  not  have  a  market 
value  above  the  cost  of  the  physical  property.  That  this  condition 
is  not  due  to  mismanagement  of  the  plant,  but  rather  to  the  fact 
that  natural  gas  was  unexpectedly  brought  to  the  city  of  St.  Joseph, 
does  not  alter  the  situation.  The  fact  remains  that  we  find  the 
property  under  voluntary  rates  unprofitable  and  without  any  value 
above  that  of  the  physical  property,  and,  in  our  opinioxi,  the  Com- 
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mission  would  not  be  authorized  in  a  rate-making  case  to  add  a 
value  as  a  going  concern  that  does  not  in  fact  exist. 

"As  to  the  item  of  'cost  of  developing  the  business,'  based  upon  the 
estimated  losses  of  the  company  ...  it  is  sufficient  to  say 
that  we  are  valuing  the  property  of  the  company  actually  used  in 
the  public  service.  Losses  and  deficits  are  not  property  and  cannot 
be  valued  as  such." 

PENNSYLVANIA 

132 — Protection  from  Competition. 

Citizens  Electric  Illuminating  Company  v.  Consumers  Electric 
Company  of  the  Borough  of  Exeter,  Alleging  that  the  Respondent 
is  Proceeding  with  the  Construction  of  Facilities  without  Proper 
Authority.  Decision  of  the  Pennsylvania  Public  Service  Commis- 
sion, Finding  that  the  Construction  is  in  Violation  of  the  Law,  and 
Directing  the  Company  to  Discontinue  Construction  Work  Until 
the  Approval  of  the  Commission  has  been  Asked  and  Obtained. 
March  7,  1916. 

It  was  the  purpose  of  the  Respondent  Company  to  provide  the  necessary 
facilities  and  to  furnish  commercial  and  residential  service  to  the  public 
in  the  Borough  of  Exeter.  The  Commission  in  a  previous  order  refused 
to  grant  a  certificate  of  convenience  and  necessity.  The  Respondent, 
however,  proceeded  with  the  construction  work  and  claimed  the  right 
to  do  so,  the  Commission's  order  notwithstanding,  by  reason  of  its 
charter  which  was  granted  prior  to  the  enactment  of  the  Public  Service 
Company  Law. 

The  Commission  does  not  agree  with  this  statement  of  the  rights  of 
the  Respondent,  and  says: 

"We  are  of  opinion  that  the  action  of  the  Respondent  in  this  respect 
is  a  violation  of  the  provisions  of  the  Public  Service  Company  Law 
which  we  are  expressly  required  to  enforce  in  accordance  with  the 
true  intent  and  meaning  thereof." 

The  Company  is  ordered  to  desist  from  the  construction  of  its  facili- 
ties and  to  refrain  from  rendering  any  electric  service  within  the  Borough 
until  it  shall  have  obtained  the  Certificate  of  Public  Convenience  of 
the  Commission  evidencing  its  approval  of  the  proper  municipal 
franchises. 

244 — Rehearings  and  Appeal. 

The  Complainant  in  this  case  had  filed  a  bill  of  equity  in  the  Court 
of  Common  Pleas  of  Luzerne  County  and  had  obtained  a  preliminary 
injunction  restraining  the  Respondent  frOni  proceeding  with  the  con- 
struction pending  a  determination  of  the  Commission  upon  the  matters 
in  question.     The  Commission  says: 


158  9        Rate     Research 


"With  a  keen  sense  of  that  comity  between  the  judiciary  and  this 
Commission,  which  in  our  view  is  essential  to  the  orderly  and  efficient 
administration  of  the  Public  Service  Company  Law,  the  Court,  on 
a  motion  to  continue  the  injunction,  said: 

"  'We  are  also  of  the  opinion  that  The  Public  Service  Commission 
is  the  proper  tribunal  to  decide  whethe;r  this  order  has  been  or  is 
about  to  be  violated  *  *  *  ^hg  preliminary  injunction  is  con- 
tinued in  order  to  keep  the  matter  in  statu  quo  until  it  shall  be 
brought  before  the  Commission  for  decision  as  provided  by  the 
Act,  the  Commission  being  the  best  judge  of  the  proper  interpre- 
tation of  its  own  rulings.'  " 

MISSOURI 

132 — Protection  from  Competition. 

Citizens  Telephone  Company  v.  Missouri,  Kansas  &  Texas  Railw^ay 
Company  et  al.  Complaint  Regarding  Public  Telephone  Facilities  in  De- 
pot. Decision  of  the  Missouri  Public  Service  Commission,  Re- 
quiring That  Telephones  of  Two  Competing  Companies  Be  Furnished. 
January  6,  1916. 

Two  competing  telephone  companies  are  furnishing  service  in  the  Village 
of  Holden,  and  the  Commission  finds  that  in  this  case,  in  order  to  furnish 
adequate  facilities  to  the  public  the  railway  companies  should  install  the 
telephones  of  both  companies  in  the  depots  in  the  city.  In  the  course 
of  the  investigation  the  Commission  finds  that  the  competing  companies 
are  discriminating  in  that  stockholders  are  furnished  service  at  a  lower 
rate  than  other  subscribers  and  that  certain  patrons  are  enjoying  free 
and  reduced  rate  service.  The  companies  are  ordered  to  discontinue 
such  unlawful  and  discriminatory  practices. 
In  regard  to  competition  of  public  utilities,  the  Commission  says: 

"The  unnecessary  expense  of  a  duplication  of  service  is  not  to  be  en- 
couraged in  this  State,  as  the  legislature  has  clearly  indicated  the 
public  policy  of  this  State  as  being  in  opposition  to  dupUcating  ser- 
vices by  public  utilities  as  shown  by  the  provisions  of  the  Public 
Service  Commission  law." 

INDIANA 

221.1 — Issue  of  Stocks  and  Bonds. 

Northern  Indiana  Gas  and  Electric  Company,  Application  for 
Authority  to  Purchase  Property  of  the  General  Service  Company 
and  the  Indiana  Lighting  Company,  and  for  the  Issue  of  Bonds 
Therefor.  Decision  of  the  Indiana  Public  Service  Commission, 
Granting  the  Application.     February  2,  1916. 

227— Valuation. 

The  Counsel  for  the  objectors  to  the  consolidation  earnestly  insisted 
that  it  was  the  Commission's  duty  to  have  its  own  staff  appraise  the  total 
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properties  involved  in  this  procedure. 

The  Commission  says: 

''The  general  provision  that  we  shall  appraise  all  public  utilities  must 
be  given  a  practical  interpretation.  To  do  so  would  recpire  the  em- 
ployment of  many  men  and  expenditure  of  many  hundreds  of  thousands 
of  dollars.  These  utilities  are  being  appraised  as  rapidly  as  the  funds 
available  for  that  purpose  will  permit  it  to  be  done.  It  would  re- 
quire in  the  neighborhood  of  a  million  dollars  to  appraise  the  utility 
properties  of  this  State.  That  is,  that  much  would  necessarily  be 
expended  by  the  State.  It  would  require  an  additional  expense  of 
half  that  amount  on  the  part  of  the  utilities.  We  have  had  an  ap- 
propriation of  $115,000  per  year  out  of  which  to  defray  this  expense, 
plus  all  the  other  expenses  necessarily  incident  to  the  conduct  of  the 
Commission's  business.  If  an  appraisement  is  made  by  the  Com- 
mission's staff,  the  money  expended  cannot  be  recovered  from  the 
utility,  except  as  provided  in  Sec.  74.  To  appraise  the  property  of 
each  of  the  utilities  in  this  State,  is  not  only  inexpedient,  but  it  is 
impracticable,  and,  under  present  appropriations,  impossible.  To 
make  a  physical  valuation  of  the  properties  involved  in  this  proceed- 
ing by  the  Commissioner's  staff  would  require  an  expenditure  of 
not  less  than  $50,000.  The  bare  statement  of  the  facts  excludes  the 
conclusion  that  any  such  endeavor  was  within  the  intention  of  the 
Legislature  when  the  law  was  enacted.     It  is  not  what  the  law  means. 

"There  is  not  a  word  in  our  statute  about  a  physical  valuation.  The 
language  is:  'The  Commission  shall  value  all  the  property  of  every 
public  utility  actually  used  and  useful  for  the  convenience  of  the 
public' 

"Nor  do  the  courts  insist  that  a  physical  valuation  is  more  depend- 
able than  other  means  of  valuing  the  properties.  The  method  of 
arriving  at  the  value  of  a  property  by  what  is  known  as  a  physical 
valuation  or  the  cost  of  reproduction  less  depreciation,  is  of  recent 
origin.  Values  had  been  fixed  by  courts  and  juries  and  commissions 
and  boards  of  arbitration  for  hundreds  of  years  before  the  method 
of  cost  of  reproduction  had  been  developed.  The  Courts  of  a 
number  of  the  states  are  insisting  that  the  actual  cost  of  the  prop- 
erty, which  means  the  real  sacrifice  of  the  investors,  is  a  more  cer- 
tain guide  and  a  juster  value  than  the  cost  of  reproduction  new  less 
depreciation. 

"Our  experience  with  the  'cost  of  reproduction  less  depreciation' 
theory  has  not  been  such  as  to  wed  us  to  it  as  the  only  means  of  arriv- 
ing at  value.  In  the  Terre  Haute  Water  Company's  property,  the 
engineers  differed  nearly  a  million  dollars  in  their  estimates  of  its 
value.  The  values  of  the  engineers  fluctuated  from  less  than  $900,000 
to  over  $1,800,000.  We  finally  fixed  the  value  of  the  property  at 
$1,200,000.     Its  bonds  and  stocks  aggregated  $1,800,000. 

"The  destruction  of  the  records  of  the  companies  reorganized  into 
the  Indiana  Lighting  Company  makes  it  impossible  to  ascertain  the 
actual  cost  of  these  properties.     But,  from  the  estimate  made  by 
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Mr.  Lea,  from  the  inventory  furnished  to  him  by  the  companies,  from 
the  calculations  we  have  made  using  the  unit  costs  that  our  staff  has 
used  and  that  we  have  approved,  and  considering  the  actual  invest- 
ment in  the  property  as  it  could  best  be  obtained,  and  the  earning 
power  of  the  properties  as  shown  by  the  records,  and  considering  the 
further  fact  that  intelligent  business  men  are  willing  to  pay  the  price 
offered,  from  all  these  facts  and  from  all  other  facts  disclosed  by  the 
evidence  and  relevant  to  this  issue,  we  are  satified  that  the  proper- 
ties of  the  Lafayette  Companies  are  worth  not  less  than  $8,632,000." 
146— Transfer  of  Property. 

It  is  urged  in  the  brief  of  counsel  for  the  objectors  that  franchises 
granted  to  local  and  home  companies  should  not  be  transferred  to 
strangers  to  the  community,  to  whom  they  probably  would  not  have 
been  granted  in  the  first  instance.  It  is  further  urged  that  the  local 
public  utilities  should  not  be  transferred  to  a  company,  the  controlling 
stockholders  of  which  are  non-residents  of  the  State,  and  to  a  company 
which  has  for  its  resident  directors  some  dummy  office  employees.  Again, 
it  is  urged  in  the  brief  as  a  reason  why  the  consolidation  should  not  be 
effected,  that  the  non-resident  owner  and  responsible  manager,  whom 
you  never  see  "face  to  face,"  is  not  the  ideal  person  to  manage  local 
affairs  which  touch  the  people  at  every  point,  and  all  hours  in  the  day, 
and  for  all  the  days  of  the  year. 

The  Commission  says: 

"These  reasons  are  without  serious  weight  in  this  instance.     The 
proof  shows  that  more  than  65  per  cent  of  the  Indiana  Lighting  Com- 
pany's stock  is  held,  and  was  at  the  time  its  franchise  was  granted, 
by  non-resident  stockholders.     The  appeal  that  it  is  better  to  have 
a  responsible  manager  whom  you  see  'face  to  face,"  is  surely  not 
made  in  this  instance  with  sincerity,  for  the  only  objections  to  this 
transfer  come  from  men   whose   conduct  before  the   Commission 
did  not  manifest  a  friendly  spirit  to  the  local  manager,  whom  they 
see  'face  to  face.'     We  are  convinced  that  this  sale  is  resisted  not  for 
the  purpose  of  keeping  a  'face  to  face'  manager  in  control.     It  is 
strange  that  the  influences  that  oppose  this  sale  and  purchase  should 
suddenly  assume  such  a  remarkable  friendship  for  the  'local  manager.' 
The  Commission  points  out  that  after  the  fullest  publicity  not  a  single 
objection  was  made  by  any  of  the  municipalities  in  which  the  properties 
of  the  coVnpanies  were  situated  and  substantially  all  of  the  stockholders 
of  the  three  companies  have  favored  the  purchase  of  the  properties. 
The  Commission  finds  "no  reason  why  the  owners  of  these  properties 
should  not  be  permitted  to  exercise  the  rights  given  them  by  the  legis- 
lature." 

CALIFORNIA 

226.2 — Extension  of  Service. 

HoFF  v.  Montgomery,  Complaint  Regarding  Failure  to  Extend  Mains 
of  the  Water  UtiUty  Operating  in  Cazadero,  California.     Decision  of  the 
California  Railroad  Commission,  Ordering  the  Extension  Made  and 
Fixing  the  Terms  of  Payment.     April  6,  1916. 
The  Commission's  decision  did  not  show  any  estimate  of  the  cost  of  the 
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proposed  extension  or  the  income  which  mi^ht  be  obtained  from  such 
extension,  but  the  Commissioxi  finds  that  "the  construction  sought  by 
complainant  at  the  utility's  sole  expense  will  work  undue  hardship  upon 
the  utility."  The  Company  is  ordered  to  make  the  extension  and  the 
Commission  directed  tliiat  payment  for  extensions  be  made  as  follows: 

"The  first  100  feet  of  the  pipe  line  of  any  such  extensions  in  each 
instance  shall  be  installed  at  the  expense  of  the  utility.  All  of  such 
extensions  beyond  the  first  100  feet  thereof  in  each  instance  shall  be 
made,  provided  complainant  deposits  with  the  utility  the  necessary 
cost  of  installation  thereof.  Said  deposit  shall  be  refunded  to  the 
depositor  by  giving  the  said  depositor  credit  on  each  and  every  water 
bill  paid  to  the  utility  for  service  on  the  above  described  tracts  in  an 
amount  equal  to  one-half  of  such  water  bill,  until  the  total  amount 
of  said  deposit  shall  be  refunded." 

RHODE  ISLAND 

226.2 — Extension  of  Service. 

Chase  et  al  v.  Bay  State  Street  Railway  Company,  Complaint 
Regarding  Failure  to  Extend  Service.  Decision  of  the  Rhode  Island 
Public  Utilities  Commission,  Holding  That  the  Company  is  Entitled 
to  a  Guarantee  of  Reasonable  Return.     December  29,  1915. 

The  company  has  refused  to  extend  its  lines  for  the  furnishing  of  elec- 
tricity for  light,  heat  and  power  to  the  complainants  in  the  town  of 
Portsmouth.  The  company  has  in  its  franchise  agreed  to  extend  its 
service  to  any  part  of  the  town  where  the  return  for  such  service  will 
yield  five  per  cent  net  upon  the  investment. 

The  Commission  holds  that  the  respondent  is  entitled  to  sufficient 
revenue  to  provide  for  proper  charges  to  meet  operation  and  deprecia- 
tion and  to  pay  a  reasonable  return  upon  the  investment. 

The  cost  of  the  extension,  which  is  approximately  for  a  distance  of 
12,285  feet,  is  estimated  at  $3,728.59,  including  an  allowance  of  12  per 
cent  to  cover  engineering,  superintendence,  interest  during  construction 
and  contingencies. 

The  Commission  finds  that  15  per  cent  upon  this  investment,  or  $560.79, 
should  provide  a  return  of  5  per  cent  net  upon  the  investment  and  meet 
proper  charges  for  operation  and  depreciation.     The  decision  says: 

"It  has  been  urged  by  the  petitioners  that  the  company  should  make 
this  extension  without  any  guarantee. 

"The  evidence  shows  that  the  consumers  would  be  for  the  most  part 
short-term  users  and  that  there  has  been  little  new  building  con- 
struction in  recent  years. 

"The  company  is  justified  in  seeking  a  guarantee  of  annual  income 
for  a  certain  period.  We  believe  that  under  the  circumstances  of 
this  case  the  respondent  is  entitled  to  a  guarantee  of  an  annual  in- 
come of  $560.79  for  a  period  of  six  years." 
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REFERENCES 

RATES 

720— Rate  Schedules. 

Connecticut  Public  Utilities  Commission,  Compilation  of  Rates 
Charged  by  the  Public  Service  Companies  Operating  in  the  State  of 
Connecticut  as  of  June  30,  1915.     Pamphlet,  163  pages. 

The  rates  as  of  June  30,  1915,  charged  for  electrical  current,  gas  and  water  by 
public  service  companies  operating  in  the  State  have  been  compiled  and  published 
in  pamphlet  form  by  the  Comiecticut  Public  Utilities  Commission.  The  rates 
for  electric  companies  are  apparently  complete  for  all  classes  of  service  as  filed 
with  the  Commission. 

540 — Minimum  Charge. 

The  Minimum  Charge  for  Electric  Service,  by  V.  L.  Board.  Paper 
Read  before  the  Missouri  Public  Utilities  Association.  May  11-13, 
1916. 

The  paper  discusses  the  reasons  for  providing  a  minimum  charge  in  the  rate 
schedules  of  electric  companies,  and  cost  analyses  are  made  determining  minimum 
charges  for  different  classes  of  service.  It  is  stated  that  electric  companies 
have  in  some  instances  foimd  the  minimum  charge  to  be  a  source  of  complaint 
from  customers,  and  some  companies  have  eliminated  the  minimum  charge, 
believing  that  the  good  will  of  the  public  is  more  important  than  the  amount  of 
revenue  involved.     On  this  point  the  writer  says: 

"The  diflficulties  that  arise  with  customers  in  regard  to  the  minimum  charge 
can  be  largely  attributed  to  the  public  miseducation  on  the  rate  question. 
Utilities  should  try  to  properly  educate  and  instruct  their  customers  on  the 
nature  of  their  business  and  their  rates  rather  than  adopting  expedients  in 
making  rates,  which  may  retard  the  proper  development  of  the  business  and 
eventually  prove  themselves  harmful  to  the  public  served." 


PUBLIC  SERVICE  REGULATION 

112 — Franchises. 

Theory  of  Public  Utility  Franchises,  by  George  McLean.  Public 
Service,  June,  1916,  p.  166.     2^  pages. 

In  negotiating  for  a  public  utility  franchise,  the  municipality  and  the  company 
should  recognize  the  principle  of  mutual  interest.  If  unnecessary  restrictions 
and  burdens  are  placed  upon  the  company  they  will  be  reflected  in  the  service 
or  in  the  rates  to  the  public  served.  This  article  points  out  the  unfair  burdens 
placed  upon  utilities  by  the  limited  term  ''ranchise,  and  by  unwise,  incomplete 
or  confusing  provisions  for  regulation  included  in  utility  franchises.  Some  plan 
of  profit-sharing  is  favored  as  emphasizing  the  mutuality  of  interest  between  the 
company  and  the  public. 

200 — Public  Service  Regulation. 

The  Utilities  Magazine,  Electrical  Number,  May  1916.     32  pages. 

The  May  issue  of  The  Utilities  Magazine  is  an  Electrical  Number  and  includes 
the   following   articles:     The   Philadelphia  Electric   Case,    by   William   Draper 
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Lewis;  Southern  California  Edison  Company  Condemnation  Proceedings,  by 
Jesse  D.  Burks;  Experts  in  Valuation  Cases,  by  Morris  Llewellyn  Cooke;  Service 
Standards  for  Electric  Light  and  Power  Companies  as  Prescribed  by  Public 
Service  Commissions,  by  Clayton  W.  Pike;  Spencer's  Modern  Street  Lighting 
Contract,  by  William  Plattner;  Lower  Gas  and  Electric  Rates  in  Minneapolis, 
by  Stiles  P.  Jones;  and  The  Street  Railway  Situation  in  Detroit,  by  Jay  G.  Hayden. 


GENERAL 

750 — Comparative  Company  Data. 

Iowa  Central  Station  Facts  and  Factors.  Electrical  World 
June  3,  1916,  p.  1302.     2^  pages. 

The  report  of  the  facts  and  factors  committee  of  the  Iowa  Section  National  Elec- 
tric Light  Association  for  the  year  1915,  while  more  complete  than  previous 
reports,  records  a  smaller  number  of  commercial  stations  than  last  year.  This  is 
due  to  changes  in  ownership  and  management  and  shows  a  decrease  in  the  number 
of  smaller  stations.  The  output  of  the  state  is  increasing,  while  rates  and  expenses 
per  unit  are  being  lowered.  The  report  contains  data  for  the  small  and  average 
communities  as  well  as  the  larger  stations.  The  population  of  the  districts  served 
by  the  stations  reporting  ranges  from  340  up  to  105,538.  The  information  given 
for  each  station  shows  the  population  of  the  district  served,  the  number  of  con- 
sumers per  100  population,  station  ratings,  load  factor,  investment  per  capita 
and  per  kilowatt  of  rating,  operating  e.xpenses,  and  income. 

900— General. 

Solving  the  Heating  Problem  and  Securing  the  Power  Business, 
by  A.  C.  Shepherd.  Electrical  Review  and  Western  Electrician.  June 
3,  1916,  p.  1032.     li  pages. 

In  many  cases  the  owner  of  an  isolated  plant  has  been  given  an  erroneous  idea 
regarding  the  respective  costs  of  heating  his  building  and  of  generating  electric 
energy.  He  may  believe  that  the  power  generated  by  steam  cciuipment  is  a 
by-product,  and  that  the  heating  of  the  factory  is  the  real  cost  of  production. 
Data  are  presented  in  this  article  showing  that  only  a  small  part  of  the  exhaust 
steam  available  is  used,  and  determining  what  expense  for  the  year  could  be 
charged  to  the  use  of  exhaust  steam  for  heating.  An  analysis  as  here  outlined 
■will  show  that  the  value  of  exhaust  steam  as  a  heating  product  for  the  average 
plant  has  been  overestimated. 

900— General. 

Increase  of  $5,200,000  in  March  Energy  Revenue.  Electrical 
World,  June  3,   1916,  p.  1300.     2  pages. 

Statistics  received  and  compiled  by  the  Electrical  World  show  an  increase  in 
gross  income  from  light  and  power  sales  for  March,  1916,  of  18  per  cent  over  sales 
for  March  of  the  previous  year,  and  an  increase  in  the  output  for  the  month  of 
25.8  per  cent  over  the  output  for  March,  1915.  For  the  first  quarter  of  the  present 
year,  the  industry's  gross  earnings  amounted  to  $107, .300, 000,  which  was  15.6 
per  cent  or  $14,300,000  greater  than  that  for  the  first  cjuarter  of  1915.  The  output 
for  the  first  charter  of  the  present  year  amounted  to  5,452,000,000  kilowatt  hours, 
which  was  25.8  per  cent  or  1,113,000,000  kilowatt  hours  greater  than  that  for  the 
first  quarter  of  last  year. 
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950 — Progress  in  the  Art. 

Operation  of  an  Ohio  Interconnected  System.  Electrical  World, 
June  3,  1916,  p.  1294.     6  pages. 

The  article  gives  an  account  of  the  growth  of  the  properties  and  business  of  the 
Ohio  Service  Company  and  of  the  methods  used  in  securing  industrial  loads  and 
other  new  business;  and  describes  the  interesting  features  of  the  transmission 
line  construction.  The  intercomiected  system  operated  by  the  Ohio  Company, 
a  subsidiary  of  the  United  Service  Company,  Scranton,  Pa.,  represents  the  con- 
solidation of  a  number  of  systems,  formerly  independent,  which  have  been  remod- 
eled and  improved,  and  has  made  possible  the  serving  of  many  communities 
which  heretofore  were  not  large  enough  to  support  individual  generating  plants. 


COURT  DECISION  REFERENCES 

380— Taxation. 

City  of  Portland  v.  Portland  Ry.  Light  and  Power  Company. 

Decision  of  the  Supreme  Court  of  Oregon.     April  25,   1916.     156 

Pacific  1058. 

The  City  of  Portland  began  action  to  recover  from  the  electric  company  3  per  cent 
of  the  gross  receipts  from  business  done  in  Portland,  together  with  a  penalty  of 
10  per  cent  as  a  tax  sovight  to  be  levied  in  accordance  with  an  ordinance  enacted 
by  the  legal  voters  of  the  city  at  a  general  election.  The  Supreme  Court  affirms 
the  decision  of  the  trial  court  in  finding  that  the  ordinance  is  void,  because  with- 
out charter  authority.  The  opinion  of  the  trial  judge  in  this  case  does  not  find 
it  necessary  to  decide  whether  or  not  the  amount  of  the  tax  is  unreasonable,  but 
says: 

"When  it  is  made  plainly  to  appear  that  the  amount  of  the  occupation  tax 
imposed  upon  an  ordinarily  and  usual  useful  business  is  so  great  as  to  be  con- 
fiscatory or  prohibitory,  the  court  will  declare  the  tax  unreasonable  and 
restrain  its  collection." 

A  concurring  opinion  is  based  on  the  ground  that  the  amount  of  the  tax  is  so  great 
as  to  be  confiscatory. 

The  company  contended  that  the  tax  sought  to  be  imposed  made  impossible  the 
furnishing  of  electricity  to  consumers  at  prices  already  contracted  for  and  therefore 
denied  the  company  the  equal  protection  of  the  law  and  impaired  the  obligation 
of  the  contracts.     This  contention  was  not  sustained.     The  court  says: 

"The  defendant  is  not  denied  the  ecjual  protection  of  the  law  merely  because 
it  has  made  contracts  to  furnish  electricity  at  prescribed  rates  and  the  tax 
will  diminish  the  profits  on  those  contracts.  Section  1  of  the  Fourteenth 
Amendment  to  the  federal  Constitution  is  not  violated.  Contracts  must 
always  be  entered  into  with  full  knowledge  that  the  government  may  at  any 
time  draw  upon  its  extensive  powers  of  taxation,  and  when  the  company  made 
contracts  to  furnish  light  it  did  so  subject  to  the  right  of  the  municipality  to 
exercise  its  taxing  power  in  all  its  fullness.     S  Cyc.  997. 

"Nor  are  the  obligations  of  contracts  impaired,  and  Section  10  of  Article  1 
of  the  National  Constitution  is  not  violated,  by  the  collection  of  taxes  which 
are  imposed  by  a  law  passed  subsequent  to  the  making  of  a  contract.  The 
ordinance  does  not  strike  at  the  terms  of  the  contracts;  the  agreements  are 
preserved,  and  are  enforceable,  now  the  same  as  before  by  both  parties;  the 
obligation  of  the  contracts  still  binds  to  the  same  extent  as  before  the  passage 
of  the  ordinance,  and  there  is  no  impairment  of  any  obligations." 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 

MISSOURI 

720— Rate  Schedules. 

Kramer  et  al.  v.  St.  Joseph  Railway,  Light,  Heat  and  Powt:r  Com- 
pany, Complaint  as  to  Rates  for  Electric  Service.  Decision  of  the 
Missouri  Public  Service  Commission,  Approving  Rates  Proposed  by 
the  Company.     January  12,  1916. 

The  complaint  against  the  company's  rates  was  directed  principally 
against  the  minimum  charge  of  50  cents  per  month  and  against  the 
classified  schedules.  It  is  urged  that  a  uniform  meter  rate  should  be 
substituted. 

310— Valuation. 

The  Commission  concluded  it  was  not  necessary  to  make  a  valuation 
in  this  case  "for  the  reasonableness  of  the  rates  as  a  whole,  that  is,  as 
affecting  the  return  on  fair  value,  does  not  appear  as  an  issue." 

540 — Minimum  Charge. 

The  Commission  says: 

"In  a  number  of  cases  we  have  found  that  a  minimum  monthly  bill 
is  reasonable  and  have  based  the  reasonable  amount  for  such 
minimum  charge  on  the  evidence  as  to  the  cost  of  serving  minimum 
consumers,  including  in  the  minimum  charge  the  cost  of  the 
average  quantity  of  electricity  used  by  minimum  consumers. 

"Calvert  V.  Clinton  L.  &  W.  Co.,  1  Mo.  P.  S.  C,  191;  Brown  v. 
Lawrence  Countv  W.  L.  &  C.  S.  Co.,  1  Mo.  P.  S.  C,  355;  McGregor- 
Noe  V.  Springfield  Gas  and  Electric  Co.,  1  Mo.  P.  S.  C,  468;  (5 
Rate  Research  211);  Weaver  v.  Kirksville  Light,  etc.,  Co.,  1  Mo. 
P.  S.  C,  564;  (5  Rate  Research  293);  2  Mo.  P.  S.  C,  225  (7  Rate 
Research  246) ;  Meek  v.  Consumers  Elec.  L.  &  P.  Co.,  2  Mo.  P.  S.  C, 
122  (7  Rate  Research  58);  City  of  Mexico  v.  Mexico  Power  Co., 
2  Mo.  P.  S.  C,  177;   Charleston  Com.  Club.  v.  Missouri  Pub.  Util. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Co.,  2  Mo.  P.  S.  C,  311  (7  Hate  Research  230);  In  re  Ft.  Scott  & 
Nevada  Light,  etc.,  Co.,  2  Mo.  P.  S.  C,  581  (8  Rate  Research  19). 

"Defendant's  minimum  bill  of  50  cents  per  month  appears  to  us 
reasonable  and  lower  than  we  have  found  in  several  other  cases 
investigated." 

600— Rate  Differentials. 

In  support  of  its  classified  rate  schedules  the  company  made  an  analysis 
of  the  cost  of  service  to  the  different  classes  that  showed  that  the  cost 
per  kilowatt  hour  of  current  sold  for  residence  lighting  is  13.3  cents,  while 
the  average  revenue  per  unit  from  this  class  of  service  is  9.1  cents; 
the  cost  per  unit  for  general  lighting  is  4.11  cents  and  the  average 
revenue  is  4.9  cents;  and  the  cost  per  unit  for  power  is  1.88  cents  and 
the  average  revenue  2.34  cents. 

The  Commission  says: 

"Neither  complainant  or  defendant  called  to  our  attention  any 
provisions  of  the  Public  Service  Commission  law  or  any  provisions 
of  law,  either  preventing  or  permitting  the  classification  of  service 
or  the  basing  of  rates  to  different  classes  of  service  on  the  cost  of 
serving  the  different  classes.     .     .     . 

"We  do  not  understand  that  all  discrimination  is  prohibited,  but 
only  such  discrimination  as  is  unjust  or  unreasonable  or  gives  an 
undue  preference  or  advantage  or  an  unreasonable  prejudice  or 
disadvantage.     .     .     . 

"In  the  case  of  Cin.,  N.  0.  &  Texas  Pacific  Railway  v.  Interstate 
Commerce  Commission,  162  U.  S.,  184,  1.  c.  197,  the  court  said: 

"  'Subject  to  the  two  leading  prohibitions  that  their  charges  shall 
not  be  unjust  or  unreasonable,  and  that  they  shall  not  unjustly 
discriminate,  so  as  to  give  undue  preference  or  disadvantage  to 
persons  or  traffic  similarly  circumstanced,  the  act  to  regulate  com- 
merce leaves  common  carriers  as  they  were  at  the  common  law,  free 
to  make  special  contracts  looking  to  the  increase  of  their  business, 
to  classify  their  traffic,  to  adjust  and  apportion  their  rates  so  as  to 
meet  the  necessities  of  commerce,  and  generally  to  manage  their 
important  interests,  upon  the  same  principles  which  are  regarded  as 
sound,  and  adopted  in  other  trades  and  pursuits.' 

"And  in  the  case  of  Western  Union  Tel.  Co.  v.  Call  Pub.  Co.,  181 
U.  S.,  99,  100,  the  court  said: 

"  'Common  carriers,  whether  engaged  in  interstate  commerce  or  in 
that  wholly  within  the  State,  are  performing  a  public  service.  They 
are  endowed  by  the  State  with  some  of  its  sovereign  powers,  such  as 
the  right  of  eminent  domain  and  so  endowed  by  reason  of  the  public 
service  they  render.  As  a  consequence  of  this,  all  individuals  have 
equal  rights  both  in  respect  to  service  and  charges.  Of  course, 
such  equality  of  right  does  not  prevent  differences  in  the  modes  and 
kinds  of  service  and  different  charges  based  thereon.  There  is  no 
cast  iron  line  of  uniformity  which  prevents  a  charge  from  being  above 
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or  below  a  particular  sum,  or  requires  that  the  service  shall  be 
exactly  along-  the  same  lines.  But  that  principle  of  equality  does 
forbid  any  clifference  in  charge  which  is  not  based  upon  difference 
in  service,  and  even  when  based  upon  difference  of  service,  must 
have  some  reasonable  relation  to  the  amount  of  difference,  and 
cannot  be  so  great  as  to  produce  an  unjust  discrimination.' 
"It  is  our  true  opinion  that  the  Public  Service  Commission  law  does 
not  prevent  the  reasonable  classification  of  electricity  consumers,  but 
permits  placing  in  each  of  several  classes  all  the  consumers  who  are 
served  alike  and  contemporaneously  and  under  the  same  or  substan- 
tially similar  circumstances  and  conditions.  As  we  said  in  the  case 
of  Weaver  v.  Kirksville  Light,  etc.,  Co.,  1  Mo.  P.  S.  C,  564,  1.  c. 
586  (5  Rate  Research  293) : 

"  'The  minimum  rate  which  it  is  advisable  for  a  utility  to  charge  is 
fixed  by  the  cost  of  that  particular  service  to  the  utility.  In  other 
words,  no  service  should  be  furnished  below  cost,  otherwise  unrea- 
sonably high  rates  will  have  to  be  charged  to  other  consumers. 
Low  rates  for  long  hour  use  of  electricity,  or  for  day  time  use  of 
electricity  from  a  plant  which  is  essentially  a  lighting  plant  can  only 
be  justified  on  the  basis  that  the  establishment  of  such  rates  reduces 
the  cost  to  all  consumers  and  that  there  is  no  discrimination  among 
consumers  or  different  classes  of  consumers;  that  is,  an  additional 
low  rate  should  show  a  margin  of  profit  above  the  cost  of  rendering 
the  additional  service  and  this  marginal  profit  should  be  the  same 
for  all  consumers.' 

"The  difficulty  of  applying  such  a  principle  of  course  arises  in  attempt- 
ing to  make  accurate  determination  of  the  cost  of  service  to  different 
classes  of  consumers  or  to  individual  consumers  under  some  forms  of 
rates,  as  methods  of  cost  analysis  are  in  their  nature  somewhat 
arbitrary  and  open  to  question  and  contain  assumptions  which  may 
not  in  fact  exist.  We  think,  however,  that  the  difficulty  of  deter- 
mining accurately  the  costs  of  classified  services  does  not  preclude 
a  determination  of  the  reasonableness  of  classified  schedules  of  rates 
by  the  exercise  of  a  reasonable  judgment  and  the  consideration  of 
all  relevant  matters.  It  was  contended  by  defendant  in  this  case 
that  its  large  consumers  were  long  hour  users  of  electricity,  particu- 
larly for  power,  and  that  this  was  largely  a  day  time  use  and  that 
these  large  consumers  yielded  to  the  company  a  large  part  of  its 
gross  and  net  revenue  and  participated  to  a  considerable  extent  in 
the  cheapening  of  the  total  cost  of  service  resulting  from  the  produc- 
tion of  electricity  on  a  large  scale.  Examining  the  table  of  revenues 
and  costs  [submitted  by  the  company],  it  is  evident  that  power 
consumers  use  approximately  one-half  of  the  kilowatt  hours  sold 
and  produce  a  gross  revenue  to  defendant  of  approximately  one- 
fourth  of  its  total  gross  revenue,  and  that  on  the  basis  of  the  cost 
analysis  made  by  defendant,  they  constitute,  next  to  general  lighting, 
the  most  profitable  class  of  service  to  defendant,  though  they  are 
served  at  the  lowest  rate.  Raising  the  power  rate  to  a  uniform  rate 
of  four  or  five  cents,  as  suggested  by  complainant,  would  unques- 
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tionably  result  in  losing  a  large  part,  if  not  all,  of  such  business, 
and  in  increasing  the  average  rate  on  the  other  classes,  and  in  partic- 
ular on  less  profitable  classes  of  service.  The  evidence  before  us  is 
to  the  effect  that  there  is  no  unjust  discrimination  in  classifying 
consumers  and  serving  them  under  classified  schedules  of  rates  with 
sliding  scales  based  more  or  less  on  the  average  cost  of  service  to 
coQsumers  in  each  class." 

612.2— Large  Power. 

The  company  proposed  to  put  in  effect  new  rate  schedules. 

"It  appears  from  the  evidence  that  in  St.  Joseph  are  large  packing 
houses  and  industries  and  that  defendant  had  in  the  past  endeavored 
to  secure  the  business  of  these  companies  by  making  especially  low 
rates  and  that  consequently  there  are  in  effect  special  power  contracts 
with  a  number  of  individual  consumers.  It  appears  to  be  the  inten- 
tion of  the  company  in  filing  the  new  schedules  of  rates  to  provide 
schedules  under  which  all  these  l^irge  consumers  can  be  served  in 
lieu  of  having  special  contracts  with  them,  which  special  contracts 
are  liable  to  be  discriminatory  and  in  violation  of  the  Public  Service 
Commission  law." 

The  schedules  submitted  by  the  company  are  approved  as  "being 
apparently  more  equitable  in  adjustment  and  providing  for  cancella- 
tion of  special  rates  now  in  effect,"  and  the  Commission  says: 

"We  see  no  objection  to  allowing-the  proposed  rates  to  go  into  effect, 
particularly  as  the  reasonableness  of  such  rates  are  definitely  determ- 
inable only  after  they  have  been  in  effect  for  a  considerable  period." 

720— Rate  Schedules. 

In  the  Commission's  order  the  rates  were  made  effective  as  of  February 
1,  1916.  A  supplemental  order  made  the  rates  effective  as  of  June  1, 
1916,  complying  with  a  request  of  the  company.  The  supplemental 
order  also  granted  the  company's  application  for  authority  to  reduce 
the  maximum  rate  for  residence  lighting  from  10  cents  to  9  cents  per 
kilowatt-hour. 

The  new  rates  are  as  follows: 

RESIDENCE  SERVICE. 

Available  for  residence  lighting  and  appliances. 

Rate. 

9  cents  per  kilowatt-hour  for  the  first  25  hours  use  of  demand. 
7  cents  per  kilowatt-hour  for  the  next  45  hours  use  of  demand. 
4  cents  per  kilowatt-hour  for  all  excess  use  of  demand. 

Assessed  Demand. 

The  demand  is  estimated  at  50  watts  per  socket,  lighting  sockets  in  active 
rooms  only  included.  (Lamp  sockets  for  lighting  in  halls  and  closets  and  for 
appliances  are  not  counted  in  rating  the  connected  load  on  which  the  use  is  com- 
puted, according  to  the  Commission's  explanation  of  the  company's  charges.) 
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Prompt  Payment  Discount. 

10  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

50  cents  per  month. 

Lamp  Service. 

Free  renewals  Gem  and  100-watt  Tungsten  lami)S. 

RURAL  SERVICE. 

The  above  schedule  is  applied  to  rural  residence  lighting  and  appliances,  subject 
to  a  minimum  bill  of  75  cents  per  month  per  meter. 

GENERAL  LIGHTING  SERVICE. 

Available  for  general  lighting  and  appliances. 
Rate. 

9  cents  per  kilowatt-hour  for  the  first  30  hours  use  of  possible  maximum. 

6  cents  per  kilowatt-hour  for  the  next  40  hours  use  of  possible  maximum. 

4  cents  per  kilowatt-hour  for  all  excess  use  of  possible  maximum. 

Prompt  Payment  Discount. 

10  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

50  cents  per  month. 

Lamp  Renewals. 

Free  renewals  Gem  and  100-watt  Tungsten  lamps. 

GENERAL  LIGHTING  SERVICE— OPTIONAL. 

Available  for  general  lighting  and  appliances,  except  residence  lighting. 
Rate. 

9  cents  per  kilowatt-hour  for  the  first  100  kilowatt-hours  per  month. 
8    cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  per  month. 

7  cents  per  kilowatt-hour  for  the  next  100  kilowatt-hours  per  month. 

5  cents  per  kilowatt-hour  for  the  next  200  kilowatt-hours  per  month. 
4  cents  per  kilowatt-hour  for  the  next  500  kilowatt-hours  per  month. 
3|  cents  per  kilowatt-hour  for  all  in  excess. 

Prompt  Payment  Discount. 

10  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

0  cents  per  50-watt  equivalent,  not  less  than  $1.00. 

Lamp  Renewals. 

Free  renewals  Gem  and  100-watt  Tungsten  lamps. 

COOKING  AND  HEATING. 

Available  for  cooking  and  heating  for  not  less  than  1  kilowatt  of  stoves  and  ranges 
connected. 

Rate. 

3J  cents  per  kilowatt-hour  for  energy  consumed. 
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Prompt  Payment  Discount. 

10  per  cent  discount  for  prompt  payment. 

Minimum  Charge. 

75  cents  for  each  kilowatt  connected  per  month. 
No  minimum  monthly  charge  will  be  less  than  $2.00. 

POWER  SERVICE. 

Available  to  all  power  customers. 

Rate. 

.5  cents  per  kilowatt-hour  for^the  first  300  kilowatt-hours  used  per  month. 
3  cents  per  kilowatt-hour  for  the  next  1,700  kilowatt-hours  used  per  month. 
2  cents  per  kilowatt-hour  for  the  next  6,000  kilowatt-hours  used  per  month, 
li  cents  per  kilowatt-hour  for  the  next  23,000  kilowatt-hours  used  per  month. 
1    cent  per  kilowatt-hour  for  allexcess  use. 

Discount. 

5  per  cent  discount  on  exclusive  A.  C.  service. 

Prompt  Payment  Discount. 

5  per  cent  for  prompt  payment. 

Minimum  Charge. 

SI. 00  per  horse  power  per  month^for^the  first  5  horse  power. 
.50  per  horse  power  per  month  for^all  OA^er  5  horse  power. 

No  bill  will  be  rendered  for  less  than  $2.00. 

WHOLESALE  POWER. 

Rate. 

Customer  Charge. 

$100.00  per  customer  per  month,  plus  a 
Demand  Charge  of 

25  cents  per  horse  power  connected  per  month,  plus  an 
Energy  Charge  of 

1  cent  per  kilowatt-hour. 

Discounts. 

(1)  On  installations  of  ^.SOO^volts  only,  5  per  cent  discoimt. 

(2)  When  the  demand  Jrom_4  to  7^P.  M.  is  not  over  25  per  cent  of  maximum, 
5  per  cent  discount. 

Prompt  Payment  Discount. 

10  per  cent  discoimt  for  prompt  payment. 

Minimum  Charge. 

$1.50  per  month. 

Term  of  Contract. 

3  years. 

OTHER  RATE  SCHEDULES. 

Other  rate  schedules  are  provided  for  "Flat  Rate  Signs,"  "Flat  Rate  Windows," 
"Exterior  Arcs,"  "Decorative"tand  "Series  Arc  Lighting." 
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WISCONSIN 

300— Investment  and  Return. 

BoGART  et  al.  V.  Wisconsin  Telephone  Company,  Complaint  As  to 
Rates  For  Telephone  Service  in  Milwaukee.  Decision  of  the  Wis- 
consin Railroad  Commission,  Fixing  Rates.     April  18^  1916. 

The  Commission  made  a  valuation  of  the  Milwaukee  telephone  exchange, 
investigated  the  costs  of  the  various  classes  of  telephone  service,  and 
prescribed  a  new  schedule  of  rates  to  be  made  effective  July  1,  1916. 

310— Valuation. 

The  Commission  says  that  as  a  basis  of  rate  making  a  determination 
should  be  made  of  a  "normal  value"  of  the  property  rather  than  a 
value  as  of  a  certain  date,  for  the  reason  that  the  rates  fixed  should  be 
reasonable  over  a  period  of  years.  A  general  period  of  rebuilding  will 
cause  the  investment  unit  to  rise  above  normal.  An  increase  in  the 
number  of  stations  will  have  a  tendency,  in  turn,  to  reduce  the  unit 
investment.  The  history  of  the  plant,  and  present  and  probable  future 
development  should  be  studied  in  order  to  arrive  at  normal  conditions. 

314 — Overhead  Charges. 

In  its  valuation  of  the  property  the  Commission  allowed  15  per  cent 
for  overhead  charges.  The  company  contended  for  higher  allowances, 
but  the  Commission  decided  that  fifteen  per  cent  is  reasonable,  pointing 
out  that  the  valuation  data  were  carefully  checked  by  the  engineers, 
both  of  the  Commission  and  of  the  company;  that  all  the  capital  would 
not  be  required  at  the  beginning  of  the  construction  period  which  fact 
must  be  taken  into  consideration  in  estimating  interest  charges;  and 
that  in  Wisconsin  the  company  would  not  be  taxed  on  the  value  of  the 
plant  in  process  of  construction. 

318— Working  Capital. 

Regarding  the  inclusion  in  the  value  of  an  amount  for  working  capital 
the  Commission  says: 

"The  most  economical  operation  of  the  telephone  utility  can  be  at- 
tained only  if  the  utility  has  sufficient  capital  on  hand  to  enable  it 
to  meet  its  obligations  promptly.  Inasmuch  as  patrons  of  the  com- 
pany have  the  right  to  expect  that  its  business  will  be  economically 
and  efficiently  managed,  the  company  has  the  right  to  a  return  upon 
such  working  capital  as  is  requisite  to  the  most  economical  conduct  of 
its  business." 

315.1— Going  Value, 

"Going  value  is  usually  held  to  represent  the  cost  of  the  business 
when  looked  upon  as  more  or  less  distinct  from  the  physical  property 
employed  in  the  service.  Its  extent  mostly  depends  upon  the  actual 
cost  of  such  business  and  upon  the  cost  of  reproducing  it,  although 
it  may  also  be  affected  by  many  other  factors." 
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The  records  in  the  case  cannot  be  used  to  show  the  actual  cost  of  buildmg 
up  the  business.  Estimates  of  the  cost  of  replacing  the  business  sub- 
mitted by  the  company  "have  some  evidentiary  value,"  the  Commission 
says,  but  the  value  of  such  estimates  is  weakened  by  assuming  condi- 
tions "which  cannot  possibly  exist  in  a  modern  American  city." 

"One  feature  of  respondent's  case  as  related  to  going  value  which  we 
think  has  considerable  merit  is  the  estimated  cost  of  building  up  a 
working  organization.  .  .  .  The  cost  of  establishing  a  busi- 
ness is  never  fully  met  until  the  working  organization  has  been  built 
up.  This  is  especially  true  where  the  business  is  one  which  requires 
specially  trained  employees." 

The  Commission's  allowance  for  going  value  is  not  shown  separately 
in  this  case. 


360 — Depreciation. 

In  determining  cost  new  less  depreciation,  the  company  contended  that 
the  extent  of  depreciation  should  be  determined  by  inspection  rather 
than  by  the  use  of  life  tables  or  other  methods  employed  by  the  Com- 
mission's engineers. 

The  Commission  says:  •^ 

"We  are  not  unaware  of  the  shortcomings  of  a  life-table  method  of 
determining  present  value.  That  method,  when  used  without 
recognition  being  given  to  local  conditions  such  as  standards  of 
maintenance,  climatic  conditions,  growth  of  the  community  as 
bearing  upon  probable  inadequacy  or  obsolescence,  and  others 
'  which  might  be  enumerated,  is  recognized  as  imperfect.  To  be 
properly  applied,  the  life-table  method  must  be  modified  at  many 
points  by  the  application  of  the  inspection  method.  By  the  inspec- 
tion method,  we  mean  not  only  a  visual  inspection  of  the  various 
parts  of  the  plant,  but  a  study  of  all  conditions  related  to  its  opera- 
tion and  maintenance  which  would  have  a  tendency  to  change  the 
results  of  a  strict  application  of  a  table  of  average  lives.  We  cannot, 
however,  subscribe  to  the  results  obtained  from  an  application  of 
the  inspection  method  alone,  .  .  .  That  method  is  probably 
of  value  in  measuring  the  usefulness  of  the  equipment  for  the  fur- 
nishing of  service  as  of  the  date  of  the  inspection.  It  is  possible  that 
a  telephone  plant  which,  according  to  a  proper  application  of  the 
life-table  method,  is  in  70  per  cent  condition,  will  be,  for  example, 
in  90  per  cent  condition,  as  far  as  the  ability  of  the  plant  to  render 
service  at  the  time  of  the  inspection  is  concerned.  This,  however, 
does  not  mean  that  the  value  of  the  equipment  in  its  existing  condi- 
tion is  actually  90  per  cent  of  its  cost  of  reproduction.  Any  item  or 
all  items  of  eciuipment  may  be  practically  equal  to  corresponding 
items  of  new  equipment,  if  measured  by  the  work  which  they  are 
capable  of  performing  on  a  given  date,  but  they  may  be  so  nearly 
at  the  end  of  their  useful  life  that  only  a  small  part  of  their  wearing 
value  is  left.     As  one  line  of  evidence  bearing  upon  the  fair  value  of 
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the  property  of  a  utility,  the  service  condition,  as  determined  by 
applying  the  inspection  method,  may  be  of  ^•alue,  but  it  cannot  be 
substituted  for  the  present  value,  when  that  value  has  been  ascer- 
tained by  properly  applying  the  life-table  method." 

361.3— Obsolescence. 

In  determining  the  amount  which  should  be  set  aside  to  cover  depre- 
ciation, the  Commission  pointed  out  the  necessity  of  making  full  pro- 
vision for  such  amortization  costs  as  must  be  borne  by  a  utility  where 
the  growth  of  the  city  necessitates  changing  portions  of  the  distribution 
system  from  overhead  to  underground,  in  which  case  much  property 
may  have  to  be  discarded  before  the  end  of  its  normal  life. 

(The  abstract  of  this  case  will  be  continued  in  next  week's  issue  of 
Kate  Research.) 


NEW  YORK 

139.9— Deposits. 

Weiss  v.  The  New  York  Steam  Company,  Complaint  Against  Charge 
for  Making  Service  Connections.  Decision  of  the  New  York  Public 
Service  Commission  (1  D),  Holding  that  the  Company's  Charge  for 
Service  Connection  Is  Illegal  and  Approving  a  Guarantee  Deposit. 
January  27,  1916. 

It  was  the  practice  of  the  New  York  Steam  Company  to  charge  pros- 
pective customers  $75  where  it  was  not  certain  that  the  demand  for 
steam  would  warrant  the  installation  of  the  service.  The  company 
sought  to  justify  the  practice  upon  the  ground  that  it  cost  on  the 
average  $375  for  laying  service  pipes  and  making  a  connection  and  that 
the  company  had  a  right  to  charge  all  of  such  cost  to  the  customer. 

The  Commission  finds  that  the  company  has  no  right  to  demand  a 
contribution  to  the  expense  of  service  pipe  and  connections  and  that 
the  charge  is  therefore  unjustified  and  illegal.  (Section  12  of  the 
Business  Corporations  Law.) 

The  Commission  says,  however,  that  before  the  obligation  to  furnish 
service  to  an  applicant  attaches,  the  company  may  assure  itself  in 
-certain  ways  that  the  steam  will  actually  be  connected  and  used. 

"If  the  corporation  so  desires,  it  may  require  that  the  prospective 
customer  make  a  deposit  to  cover  two  months  steam,  provide  a  place 
for  a  meter  and  the  necessary  connections  for  service  on  his  premises 
and  even  deposit  the  money  therefor.  Without  this  protection,  a 
steam  corporation  might  very  often  be  forced  to  extend  its  service 
pipes  upon  application  to  premises  where  the  o\vner  had  no  intention 
of  using  the  steam,  but  desired  the  extension  for  the  purpose  of 
enhancing  the  value  of  his  property,  or  for  some  other  reason.  It  is 
quite  proper,  then,  that  the  corporation  be  allowed  to  assure  it.self 
of  an  income  from  the  use  of  its  steam  before  it  extends  its  service 


176  9         Rate     Research 

pipe,  but  it  is  as  proper  and  as  plain  that  no  more  and  no  different 
assurances  may  be  exacted  than  are  provided  in  the  statute  and  that 
the  cost  of  the  service  pipes  must  be  borne  by  the  corporation  itself. 

"If  this  charge  of  $75  had  been  predicated  on  the  probable  cost  of 
two  months  service  or  on  the  cost  of  the  erection  of  a  meter  or  of 
the  connections  at  the  customer's  end  of  the  service  pipe,  it  would 
have  been  a  proper  requirement." 

ILLINOIS 

144 — Mergers. 

Application  for  Merger  of  the  Central  Union  Telephone  Company 
and  the  Decatur  Home  Telephone  Company.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Granting  the  Application. 
May  4,  1916. 

In  granting  the  application  for  the  merger  of  the  two  telephone  systems 
the  Commission  says: 

"The  unification  of  the  said  two  telephone  systems  as  proposed  is 
in  harmony  with  the  heretofore  expressed  policy  of  this  Commission, 
it  appearing  from  the  evidence  that  such  merger  will  result  in  better 
and  more  complete  service,  and,  at  the  same  time,  will  cost  the 
people  less  than  it  would  to  support  two  systems  operating  and 
maintaining  two  plants;  and  that  such  unification  will  result  in 
the  elimination  of  dual  service  where  subscribers  are  now  using 
both  telephones.  At  present,  each  of  these  two  companies  are 
maintaining  offices,  managers  and  employes  largely  in  excess  of 
what  would  be  necessary  under  one  management  rendering  a  service 
equal  to  that  now  given  by  both.  Other  economies  will  also  result 
through  unification,  and  when  all  is  considered  together,  the  Com- 
mission is  of  the  opinion  that  said  unification  will  result  in  a  saving 
to  the  subscribers  as  well  as  a  more  convenient  means  of  communi- 
cation between  subscribers,  and  that  such  unification,  under  the 
circumstances,  is  fully  justified." 

CALIFORNIA 

132 — Protection  From  Competition. 

Santa  Maria  Gas  and  Power  Company,  Application  For  An  Order 
Preliminary  to  the  Issuance  of  a  Certificate  of  Convenience  and  Ne- 
cessity, Decision  of  the  California  Railroad  Commission,  Finding 
That  Public  Convenience  And  Necessity  Will  Require  the  Issuance 
of  the  Certificate  in  Question.     April  4,  1916. 

The  applicant  proposes  to  furnish  natural  gas  in  the  city  of  San  Louis 
Obispo,  in  which  city  the  Midland  Counties  Public  Service  Corporation 
has  been  furnishing  artificial  gas.  The  latter  company  opposed  the 
granting  of  the  application. 
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The  Commission  reviews  and  summarizes  its  position  regarding  the  ad- 
mittance oi  a  competing  utility  as  follows: 

"This  Commission  has  heretofore,  notably  in  the  cases  of  Pacific  Gas 
and  Electric  Company  vs.  Great  Western  Power  Company,  (Opin- 
ions and  Orders  of  the  Railroad  Commission,  Vol.  1,  page  203)  [2 
Rate  Research  208],  and  In  the  matter  of  the  Application  of  Oro 
Electric  Corporation,  etc.,  (Opinion  and  Orders  of  the  Railroad 
Commission,  Vol.  2,  page  748)  [3  Rate  Research  227|,  emphat- 
ically declared  in  favor  of  the  policy  of  affording  protection  to 
utilities  in  the  territory  they  are  serving  when  such  utilities  are 
rendering  efficient  service  at  proper  rates  and  are  fulfilling  adequately 
the  duties  which  they  owe  to  the  public.     .     .     . 

"It  was  not,  however,  the  purpose  of  the  Commission  in  the  cases 
last  mentioned,  to  declare  or  imply  that  the  first  utility  in  the  field 
would  be  protected  against  competition  simply  because  it  pioneered 
in  that  particular  territory,  regardless  of  the  performance  of  its  du- 
ties and  obligations  to  the  public;  on  the  contrary,  in  the  same  de- 
cisions the  Commission  with  emphasis  served  notice  on  utilities  that 
they  assumed  the  risk  of  competition  under  authority  of  this  Com- 
mission, by  neglecting  to  perform  their  full  duties  as  such  utilities." 

The  Commission  finds  in  this  instance  that  the  objector,  the  arti- 
ficial gas  company,  failed  to  furnish  adequate  service,  and  made  no 
effort  to  maintain  any  standard  of  efficiency,  and  that  conditions  were 
rapidly  approaching  that  of  intolerable.  The  Commission  finds  that 
in  this  case  there  is  not  sufficient  excuse  for  the  manifest  default  in  the 
performance  of  its  duty  to  the  public.  The  certificate  is  granted  to 
the  applicant  with  certain  provisions  regarding  the  standard  of  gas  to 
be  furnished  and  the  rates  to  be  charged. 


REFERENCES 

RATES 

510— Forms  of  Rates. 

Rates  for  Electric  Service,  by  W.  C.  Beckjord.  Electrical  Review 
and  Western  Electrician,  June  10,  1916,  p.  1073. 

The  article  presents  an  analysis  of  the  costs  to  be  covered  in  rates  for  electric 
service  and  discusses  the  various  forms  of  rates  which  have  been  developed. 
Tt  is  stated  that  the  tendency  of  the  times  is  towards  simjilification  of  electric 
rates.  It  would  seem  that  the  easiest  rate  for  a  customer  to  understand  would 
be  a  block  rate,  in  which  a  certain  number  of  kilowatt-hours  is  sold  at  a  certain 
rate,  the  next  block  of  a  large  number  of  kilowatt-hours  at  a  lower  rate,  and  so  on 
do"mi.  A  definite  minimum  bill  should  be  enforced,  depending  upon  maximum 
demand.  In  this  way  each  customer  pays  his  fair  share  of  fixed  capacity  expense, 
and  also  gets  the  benefit  of  the  load  factor.  Theoretically  the  three-charge  rate 
is  correct,  but  it  is  hard  for  the  customer  to  understand,  and  a  block  rate,  based 
on  previous  experience  with  difTerent  classes  of  business,  could  undoubtedly  be 
worked  out  to  accomplish  the  same  result,  and  still  be  perfectly  plain  to  all  con- 
sumers. 
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540 — Minimum  Charge. 

Commonwealth  Edison  Company,  Application  for  Approval  of  Sup- 
plements to  its  Schedule  of  Rates  for  Electric  Service.  Memorandum 
in  re  Minimum  Charge,  Filed  with  the  Illinois  Public  Utilities. 
Commission,  June  12,  1916.     27  pages. 

A  memorandum  prepared  by  Isham,  Lincoln  and  Beale,  Counsel  for  the  Common- 
wealth Edison  Company,  has  been  filed  with  the  Illinois  Commission  in  support 
of  the  minimum  charge  of  50  cents  for  general  service,  which  is  one  of  the  changes 
the  company  has  asked  the  Commission  to  approve.     (9  Rate  Research  116.) 

An  analysis  of  customers'  costs,  included  in  the  brief,  shows  that  the  actual  cost 
to  the  company  of  supplying,  or  standing  ready  to  supply,  service  to  customers 
whose  bills  are  less  than  50  cents  per  month  is  65. S  cents  per  customer  per  month, 
excluding  fixed  charges  on  the  Company's  investment  in  such  items  as  power 
houses,  transmission  lines,  sub-stations,  distribution  lines  and  transformers, 
and  also  excluding  any  part  of  the  cost  of  operating  and  maintaining  such  invest- 
ment, and  also  exclucling  other  items  that  might  be  included,  such,  for  instance^ 
as  transformer  losses. 

A  list  of  cities  of  250,000  and  over  is  given  showing  that  the  minimum  bill  in  such 
cities  ranges  from  50  cents  to  $1.00,  with  the  exception  of  New  York,  where  there 
is  no  minimum  charge. 

The  principle  of  the  minimum  charge  is  discussed  and  a  number  of  decisions  of 
courts  and  commissions  in  favor  of  such  a  charge  are  cited.  A  digest  is  alsa 
given,  containing  extracts  from  the  cases  of  a  number  of  state  commissions,  the 
United  States  Supreme  Court,  and  other  authorities. 


INVESTMENT  AND  RETURN 


340— Rate  of  Return. 

Reasons  for  Excluding  Interest  from  Cost,  by  George  0.  May. 
The  Jour7ial  of  Accountancy,  June,  1916,  p.  401. 

The  article  discusses  the  question  of  the  treatment  of  interest,  particularly 
interest  on  invested  capital,  in  accounting  for  industrial  concerns.  The  inclusion 
of  interest  in  manufacturing  costs,  or  operating  expenses,  however  designated,  is 
not  favored.  It  is  stated  that  the  rate  which  will  attract  investments  (not 
loans)  into  an  industry  would  seem  to  be  one  of  the  things  which  accoimts  should 
help  to  determine,  rather  than  anything  which  could  be  assumed  as  an  element 
of  cost. 

The  following  statement  is  made  regarding  rate  of  return: 

"If  the  safe  investment  rate  be  taken  at,  say,  3  per  cent,  this  gives  a  borrowing, 
rate  of  6  per  cent  and  an  investment  rate  of  9  per  cent,  which  happens  to  be 
almost  exactly  the  average  rate  earned  on  the  amount  invested  (capital  and 
surplus)  in  all  the  national  banks  of  the  country  for  the  seven  years  ending 
June  30,  1914." 
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COURT  DECISION  REFERENCES 

112 — Franchises. 

City  of  Bisbee  v.  Bisbee  Improvement  Company  et  al.  -  Decision  of 
the  Supreme  Court  of  Arizona.     May  12,  1916.     157  Pacific  228. 

The  city  granted  to  a  gas  companj',  its  successors  and  assigns,  a  franchise  for  the 
furnishing  of  electric  service,  on  condition  that  it  install  in  the  city  an  electric 
system  within  eighteen  months.  The  gas  company  duly  accepted  the  franchise, 
and  without  having  done  anything  toward  installing  an  electric  system,  assigned 
it  to  a  power  company.  The  latter  company,  just  prior  to  the  expiration  of  the 
eighteen  months,  provided  an  electric  sj-stem  at  an  expenditure  of  not  exceeding 
$700  and  began  supplying  three  customers  in  the  vicinity  of  the  plant  "for  the 
sole  purpose  of  complying  or  attempting  to  comply  colorably  or  technically  with 
the  terms  and  provisions  of  the  ordinance."  This  equipment  was  destroyed  by 
fire  and  not  rebuilt.  The  franchise  was  then  sold  at  a  foreclosure  sale  to  an  indi- 
vidual from  whom,  for  valuable  consideration,  the  defendant  company  purchased 
it.  The  purchase  by  the  company  was  made  in  good  faith.  The  defendant  knew 
the  history  of  the  franchise,  but  did  not  know  that  the  city  intended  to  forfeit 
or  cancel  it.  The  defendant  at  the  time  of  purchase  had  a  complete  and  operating 
electric  system  in  the  city  and  tendered  full  performance  of  the  franchise  require- 
ments, making  whatever  changes  were  necessary  in  its  former  practice  to  comply 
fully  with  the  franchise  provisions.  There  was  no  complaint  by  any  citizen  of 
nonuser  of  the  franchise  nor  of  defendant's  operation  under  it  since  its  acquisition. 
Shortly  after  the  purchase,  the  city  took  steps  to  forfeit  and  cancel  the  franchise. 

The  court  held  that  the  franchise  by  full  performance  by  defendant  had  become  an 
inviolable  contract,  which  the  city  could  not  forfeit. 

The  decision  says: 

'Tt  must  be  borne  in  mind  that  forfeitures  are  not  looked  upon  with  favor. 
The  courts  will  not  enforce  them  unless  there  be  very  strong  and  cogent  reasons 
requiring  it."     (Citing  Dillon  on  Municipal  Corporation,  5th  Ed.  Sec.  1311). 

The  court  points  out  that  no  owner  of  the  franchise  has  "persistently  and  in  oppo- 
sition to  the  will  of  the  people"  sho-sAii  a  purpose  not  to  comply  with  the  contract. 
The  franchise  at  the  time  of  purchase  by  the  defendant  had  not  been  forfeited, 
nor  had  any  steps  been  taken  to  forfeit  it.  The  defendant  accepted  and  tendered 
performance  of  all  the  terms  and  conditions  of  the  franchise  before  an  attempt 
was  made  to  repeal  it.  Furthermore,  it  is  not  shown  that  the  city  has  been  or  can 
be  in  any  way  harmed  if  the  franchise  is  sustained;  whereas,  if  it  should  be  declared 
forfeit,  it  does  appear  that  the  company  will  sustain  injury  and  loss. 

226.2 — Extension  of  Service. 

County  Gas  Comp.\ny  v.  Templeton.  Decision  of  the  Court  of 
Civil  Appeals  of  Texas.     May  6,  1916.     185  Southwestern  942. 

A  contract  agreement  between  the  County  Gas  Company  and  a  consumer  pro- 
vided that  the  companj-  would  repay  to  the  consumer,  on  the  cost  of  a  main  exten- 
sion partly  paid  for  by  him,  $55  for  each  new  customer  obtained  on  the  extension 
within  one  year.  The  customer  instituted  a  suit  to  recover  under  the  contract. 
The  suit  was  dismissed  and  the  court  rendered  judgment  in  favor  of  the  company. 
The  court  held  that  the  consumer  contracting  with  the  company  is  not  entitled  to 
any  refund  for  new  gas  consumers  whose  residences  are  not  on  the  street  in  which 
the  extension  is  laid  nor  connected  directly  with  the  extension,  but  are  on  a 
street  a  block  distant  and  served  by  another  extension,  although  the  second 
extension  crossed  and  is  connected  with  the  first. 
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831.1 — Municipal  Bond  Issues. 

Wheeler  v.  City  and  County  of  Denver.  Decision  of  Circuit 
Court  of  Appeals,  February  10,  1916.     231  Federal  8. 

The  action  before  the  court  was  one  to  declare  illegal  bonds  voted  by  the  City 
and  County  of  Denver  for  the  construction  of  a  waterworks  system,  and  to  enjoin 
the  Public  Utilities  Commission  from  authorizing  the  issuance  of  such  bonds. 

The  main  question  presented  was  whether  or  not  the  issuance  of  the  bonds  should 
be  restrained  because  the  sum  voted  is  not  sufficient  to  construct  a  complete 
system  of  waterworks.  Evidence  was  submitted  as  to  the  value  of  the  property 
of  the  Denver  Union  Water  Company  and  as  to  the  cost  of  reproduction  of  an 
adequate  system  and  source  of  supply  which  might  be  provided  by  the  munici- 
pality. In  the  opinion  of  the  court  a  complete  system  of  waterworks,  such  as 
would  be  required  to  supply  the  city  and  county  with  water,  cannot  be  constructed 
for  $8,000,000,  the  amount  of  the  bond  issue. 

The  opinion  says: 

"This  court,  however,  possesses  only  judicial  power.  It  may  not  legislate 
nor  correct  merely  unwise  legislation  or  unwise  official  action.     .     .     . 

"It  may  be  conceded  that  it  would  be  unwise  for  the  commission  to  start  the 
construction  of  a  waterworks  system  with  only  a  part  of  the  expense  authorized. 
But,  as  has  been  stated,  the  judicial  power  cannot  reach  merely  unwise  official 
action. 

"It  would  seem  to  be  the  duty  of  the  commission  or  the  city  and  county  to  go 
back  to  the  electors  for  authority  to  issue  additional  bonds;  but  the  judicial 
power  does  not  extend  to  compelling  the  performance  of  official  duty  where 
a  discretion  is  involved.  It  is  urged  as  a  legal  ground  for  holding  the  bonds 
void,  that  to  decide  otherwise  would  be  to  sanction  a  manifest  fraud  on  the 
taxpayers.  We  do  not  intend  to  sanction  a  fraud  upon  any  one,  nor  do  we, 
when  we  decide  that  the  evils  complained  of  on  this  branch  of  the  case  are 
beyond  our  reach.  In  order  to  hold  the  bonds  void  for  the  reason  now  being 
discussed,  we  would  be  compelled  to  construe  Section  264a  (of  the  Denver 
charter)  as  providing,  either  directly  or  by  clear  implication,  that  the  bonds 
should  not  be  issued  or  used  unless  a  complete  system  of  waterworks  could  be 
built  for  $8,000,000.  If  this  was  the  idea  of  the  electors  it  would  have  been  an 
easy  matter  to  have  inserted  in  the  section  language  to  the  efYect,  that  in 
case  it  was  found  that  .$8,000,000  would  not  construct  a  complete  waterworks 
system,  that  the  bonds  should  not  be  issued  or  used.  No  such  proviso  was 
so  inserted,  and  we  have  no  authority  so  to  do.  It  certainly  cannot  be  the 
law  that  simply  because  the  electors  authorizing  a  bond  issue  have  made  a 
mistake  as  to  the  amount  of  bonds  rccjuired  to  construct  any  public  improve- 
ment, that  therefore  the  bonds  are  void,  in  the  absence  of  any  legislation  or 
provision  that  they  shall  be  void  in  case  the  public  improvement  shall  cost 
more  than  the  amount  of  bonds  authorized.  It  is  rather  the  exception 
than  the  rule  that  public  improvements  are  built  within  the  limit  of  the  amount 
of  money  appropriated  therefor." 

The  court  says  it  must  be  admitted  that  the  businesslike  way  of  going  about 
the  matter  would  have  been  for  the  council  to  have  ascertained  prior  to  the  vote 
what  a  water  sj'stcm  would  cost,  but  concludes: 

"After  a  careful  consideration  of  this  question  we  have  concluded  that,  under 
the  facts  in  this  case,  the  court  would  not  be  authorized  to  speculate  as  to 
what  the  taxpaying  electors  would  have  done  had  they  known  that  $8,000,000 
would  not  construct  a  complete  system  of  waterworks.  We  are  also  of  the 
opinion,  as  before  stated,  that  we  are  not  warranted  in  construing  Section 
264a  so  as  to  j^rohibit  the  construction  of  a  waterworks  svstem  unless  said 
system  could  be  built  for  $8,000,000." 

A  decree  of  the  lower  court  dismissing  the  action  is  affirmed. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

COMMISSION  DECISIONS 

CALIFORNIA 

300 — Investment  and  Return. 

Mount  Whitney  Powt:r  and  Electric  Company  and  the  San  Joaouin 
Light  and  Power  Corporation  Rate  Cases.  Decisions  of  the  Cali- 
fornia Railroad  Commission,  Fixing  Rates.     April  6,  1916. 

Complaints  were  filed  regarding  the  rates,  rules  and  regulations  of  the 
Mount  Whitney  Company  and  the  San  Joaquin  Corporation,  and 
investigations  were  conducted  by  the  Commission  in  both  cases  and 
companion  decisions  were  handed  down  on  the  same  day.  The  de- 
cisions cover  practically  the  same  points  in  both  cases,  and  are  here 
reported  together. 

An  important  part  of  the  investigations  had  to  do  with  the  companies' 
rates  and  contract  provisions  for  agricultural  power  service. 

The  matters  pertaining  to  the  rates  and  rate  practices  of  the  companies, 
as  discussed  in  the  Commission's  decisions,  are  covered  in  this  issue, 
while  the  Commission's  holdings  on  questions  of  valuation  and  rate  of 
return  will  be  reported  in  next  week's  issue  of  Rate  Research. 

224.2— Contracts. 

The  questi(jn  arose  in  l)oth  cases  as  to  the  reasonableness  of  the  com- 
panies' regulations  which  require  the  signing  of  a  contract  as  a  condition 
precedent  to  the  service  of  agricultural  power.  In  the  general  order 
regarding  certain  practices  of  water,  gas,  electric  and  telephone  utilities, 
the  Commission  has  ruled  that,  in  all  usual  cases,  the  utility  may  not 
require  an  applicant  to  sign  a  contract.  (7  Rate  Research  391,  .395.) 
In  the  San  Joaquin  case,  the  Commission  says: 

"Hence,  except  in  cases  in  which  special  and  unusual  conditions 
exist,  an  electric  utility  does  not  have  the  right  to  require  the  signing 
of  a  contract  as  a  condition  precedent  to  service.  As  all  the  teYms 
and  conditions  of  a  contract  which  properly  enter  into  a  rate  are 
ordinarily  contained  in  the  rates,  rules  and  regulations  of  the  utility 
on  file  with  the  Railroad  Commission,  the  only  real  purpose  in  com- 
pelling an  intending  customer  to  sign  a  contract  for  service  must  be 
to  bind  him  to  pay  for  service  for  a  definite  period,  even  though  he 
might  desire  to  discontinue  the  service  before  the  expiration  of  that 
period.  Consequently,  the  only  justification  for  requiring  the  sign- 
ing of  such  contract  is  some  unusual  condition,  such  as  an  abnor- 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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mally  large  investment  on  the  part  of  the  utility,  which  would  make 
it  unfair  to  the  utility  to  leave  the  customer  in  such  a  position  that 
he  can  discontinue  service  without  further  payment,  whenever  he 
desires  to  do  so, 

''Referring  now  particularly  to  the  agricultural  power  business  of 
the  San  Joaquin  Corporation,  it  appears  that  large  tracts  of  territory 
served  l^y  the  San  Joac^uin  Corporation  with  power  for  pumping 
purposes  are  as  yet  sparsely  settled  and  that  unusually  heavy  invest- 
ments must  be  made  by  the  San  Joaquin  Corporation,  on  the  average, 
to  construct  transmission  and  distribution  lines  to  serve  this  class  of 
consumers.  Hence,  at  the  present  time  and  under  the  present  con- 
ditions it  seems  entirely  reasonable  that  the  San  Joaquin  Corporation 
should  require  the  signing  of  a  contract  in  the  first  instance  by  an 
intending  consumer  of  agricultural  power,  unless  the  consumer  can 
in  some  other  way  adequately  protect  the  utility  against  loss  from 
an  early  discontinuance  of  the  service.  It  will  also  be  clear  that, 
when  a  consumer  selects  an  annual  or  seasonal  rate  which  is  payable 
in  equal  monthly  installments,  a  contract  should  be  permitted  cov- 
ering the  period  for  which  the  particular  rate  chosen  is  applicable." 

The  Commission's  order  provides  an  optional  non-contract  rate  for 
agricultural  power  service  which  is  slightly  higher  than  the  contract 
rates. 

"One  of  the  chief  complaints  which  arise  in  connection  with  the  re- 
quirement of  certain  utilities  that  contracts  be  signed  by  intending 
consumers,  is  that  the  consumers  signing  such  contracts  generally 
do  not  know  that  redress  lies  by  appeal  to  the  Railroad  Commission, 
in  case  the  terms  of  such  contracts  should  prove  unjust  or  unreason- 
able." 

In  order  to  remove  this  source  of  complaint,  the  companies  are  to  insert 
in  all  contracts  the  following  statement: 

"It  is  understood  by  and  between  the  parties  hereto  that  this  agree- 
ment is  merely  in  the  nature  of  a  regulation  and  is  subject  at  all 
times,  after  proceedings  duly  had,  to  change  or  abolition  hy  the 
Railroad  Commission  of  the  State  of  California." 

In  regard  to  the  length  of  the  term  of  contract,  the  Commission  says : 

"While  a  five-year  term  may  have  been  reasonable  during  the  early 
agricultural  developments  of  the  San  Joaquin  Corporation,  I  am 
convinced  from  a  careful  study  of  the  average  investment  in  dis- 
trilDuting  system  to  serve  agricultural  power  consumers  and  of  the 
average  revenues  from  such  service  that  in  the  present  state  of  de- 
velopment of  the  corporation's  business  a  term  of  three  years  is 
sufficient." 

In  regard  to  contracts  for  street  lighting  service  the  decisions  say: 

"To  serve  this  class  of  business,  the  utility  must  make  relatively 
large  investments  which  can  not  be  utilized  for  other  classes  of  busi- 
ness. It  has  always  been  the  practice  in  this  State  to  require  munici- 
palities to  sign  contracts  for  this  class  of  business.  At  the  present 
time,  I  am  not  satisfied  that  this  practice  is  unreasonable." 
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580 — Terms  and  Conditions. 

The  agricultural  power  contracts  of  both  companies  provide  that  all 
unpaid  bills  shall  constitute  a  lien  on  the  consumer's  property.  The 
Commission  holds  that  this  practice  is  discriminatory  against  con- 
sumers of  this  class,  in  addition  to  being  unreasonable  per  se  and  this 
requirement  is  eliminated. 

Such  contracts  also  contained  provisions  by  which  the  consumer  is 
compelled  to  waive  such  claims  as  he  may  have  for  damages.  The 
Commission  says: 

"Such  provisions  are  not  properly  a  part  of  the  rules  and  regulations 
of  a  public  utility,  nor  should  they  be  made  a  part  of  any  contract 
of  service.  The  parties  should  be  left  to  the  usual  rules  of  law  appli- 
cable to  such  circumstances  and  the  utility  should  not  undertake  to 
make  the  consumer,  as  a  condition  of  service  to  him,  waive  such 
rights  as  the  law  would  otherwise  give  him." 

All  such  provisions  are  eliminated. 

Complaint  arose  l^ecause  agricultural  power  users  were  not  permitted 
to  use  electric  energy  to  cut  alfalfa  or  other  feed,  grind  corn,  operate 
a  cream  separator,  pump  water  for  domestic  purposes  or  for  stock,  to 
light  the  premises,  or  for  any  other  purposes  at  times  when  no  current  is 
being  used  for  the  pumping  of  water  for  irrigation  purposes.  The 
companies  object  to  the  granting  of  such  privileges  and  to  the  installing 
of  a  double  switch,  for  the  reason  that  customers  will  bridge  the  switch 
and  use  the  current  at  all  times  for  all  purposes. 
The  Commission  says: 

"It  is  difficult  to  understand  why  a  farmer  who  pays  a  flat  rate  under 
which  he  is  entitled  the  continuous  use  of  a  certain  maximum  amount 
of  power  to  operate  his  motor  for  pumping  purposes  during  the  entire 
year  or  during  certain  specified  portions  of  the  year,  should  not  have 
the  right  to  utilize  for  other  purposes  the  electric  energy  to  which  he 
is  entitled,  when  he  does  not  desire  to  operate  his  motor  for  pumping. 
The  mere  fact  that  an  occasional  consumer  bridges  over  his  switch 
or  in  any  other  manner  secures  more  electric  energy  than  that  for 
which  he  is  paying  is,  in  my  opinion,  no  conclusive  argument  against 
the  justice  or  reasonableness  of  the  general  practice.  The  utility  has  a 
right  to  prosecute  a  consumer  who  steals  its  electric  energy  just  as 
much  as  any  one  else  has  the  right  to  prosecute  any  other  kind  of 
thief,  and  all  good  citizens  will  uphold  a  utility  in  whatever  reason- 
able action  it  takes  in  the  premises." 

The  contracts  for  agricultural  power  service  also  provided  that  the 
consumer  may  be  compelled  to  grant  a  right  of  way  through  his  premises 
beyond  his  installation  to  other  lands.  This  is  held  not  to  be  a  reason- 
able condition  precedent  to  service. 

The  Commission  holds  that  the  company  should  furnish  and  maintain 
all  transformers,  taking  over  those  heretofore  paid  for  by  the  consumers, 
and  "if,  in  special  cases,  the  investment  necessary  to  serve  an  intending 
consumer  seems  unduly  high,  application  for  relief  may  be  made  to  this 
Commission,  whereupon  the  Commission  will  then  make  an  equitable 
adjustment  of  the  matter." 
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The  ]Mount  Whitney  Power  Company  required  agricultural  power  con- 
sumers to  pay  interest  on  all  unpaid  bills  at  the  rate  of  1  per  cent  per 
month  compounded  monthly.  This  requirement  is  not  applied  to 
other  classes  of  consumers  and  the  Commission  finds  it  to  be  discrima- 
tory  and  unreasonable. 

520 — Determination  of  Demand. 

Complaint  was  made  in  ])oth  cases  as  to  the  practice  of  the  companies 
in  determining  maximum  demand.  In  the  San  Joaquin  case,  the  Com- 
mission says: 

"The  method  of  ascertaining  the  consumer's  maximum  demand  is 
set  forth  in  the  San  Joaquin  Corporation's  filed  rate  schedules  for 
metered  lighting  and  metered  power  service  as  follows : 

"  'The  maximum  demand  is  ascertained  and  determined  by  taking 
watt-meter  readings  from  time  to  time  as  the  company  may  elect 
and  for  periods  of  five  minutes'  duration,  and  the  highest  amount 
ascertained  at  any  of  such  times  shall  be  the  maximum  demand. 
No  attempt,  however,  is  made  to  take  readings  to  determine  the 
maximum  demand  on  strictly  residence  consumers,  all  the  current 
being  charged  at  the  maximum  rate.  .  .  .  Such  highest 
amount  so  ascertained  and  determined  shall  continue  until  the  cus- 
tomer has  made  a  material  change  in  his  installation  and  has  de- 
manded that  a  new  maximum  demand  reading  be  taken.' 

"The  measurement  of  the  maximum  demand  of  flat  rate  power  in- 
stallations other  than  that  of  agricultural  consumers  is  described  by 
the  San  Joaquin  Corporation  as  follows: 

"  'The  current  supplied  is  measured  with  either  an  integrating  watt- 
hour  meter,  a  printometer  watt-hour  meter,  a  graphic  recording  watt- 
hour  meter,  or  a  maximeter,  as  the  company  may  elect,  depending 
upon  the  character  of  the  load.' 

"The  method  of  measuring  the  maximum  demand  of  flat  rate  agri- 
cultural power  service  is  set  forth  in  the  San  Joaquin  Corporation's 
filed  schedules  as  follows : 

"  'The  electrical  energy  supplied  is  measured  with  an  integrating 
watt-hour  meter.  The  amount  of  electrical  energy  to  be  paid  for 
each  calendar  month  shall  l^e  ascertained  and  determined  by  measure- 
ments taken  for  a  period  of  five  minutes'  duration,  at  such  time  or 
times  during  each  year  of  the  contract  as  the  company  may  elect. 
The  first  measurements  shall  be  taken  within  thirty  days  after  the 
company  shall  commence  to  supply  electrical  energy,  and  such 
measurements  shall  determine  the  amount  of  electrical  energy  to  be 
paid  for  .  .  .  unless  .  .  .  the  use  of  a  greater  amount  shall  be 
ascertained  and  determined     .     .     .  .' 

"It  will  be  noted  that  the  first  measured  maximum  demand  in  any 
year  is  used  as  the  basis  for  all  subsequent  charges  unless  a  higher 
demand  is  later  ascertained,  in  which  event  the  higher  demand 
governs.  It  is  also  important  to  note  that  the  demand  is  measured 
at  such  intervals  as  may  be  convenient  or  desirable  to  the  San  Joaquin 


9        Rate     Research  187 


Corporation  and  that  the  period  for  which  the  demand  is  taken  is  in 
each  instance  five  minutes." 

514 — Demand  Basis. 

"We  may  assume,  at  least  for  convenience  in  considering  the  general 
problem,  that  the  cost  of  furnishing  electric  service  to  any  consumer 
or  class  of  consumers  consists,  first,  of  the  service  or  consumer  cost 
which  may  be  independent  of  any  demand  upon  either  the  output 
or  the  peak  load  capacity  of  the  utility's  service  facilities;  second,  the 
demand  or  readiness  to  ser^'e  cost  which  is  independent  of  the 
extent  to  which  the  service  is  utilized;  and,  third,  the  energy  cost 
which  in  turn  is  independent  of  the  demand  created  by  the  operation 
of  the  consumer's  utilization  equipment.  Of  the  three  principal 
elements  of  cost  referred  to,  the  demand  cost,  under  conditions  pre- 
vailing in  the  San  Joac^uin  Valley,  is  by  far  the  most  important,  and 
hence  under  any  system  of  charges,  such  as  that  established  by  the 
San  Joaquin  Corporation,  the  method  used  in  determining  the  con- 
sumer's maximum  demand  is  a  matter  of  paramount  importance. 

"The  present  method  used  by  the  San  Joaquin  Corporation  to  ascer- 
tain the  individual  maximum  demands  of  its  consumer's  lighting 
and  power  equipment  is  not  only  a  relic  of  former  years,  which  has 
long  since  been  discarded  by  practically  every  other  large  operating 
company,  but  is  also  unreasonably  expensive  to  maintain.  There, 
may  have  been,  and  probably  was,  ample  justification  for  the  adop- 
tion of  this  method  of  demand  determination  when  the  number  of 
consumers  was  small  and  their  operating  characteristics  were  practi- 
cally unknown.  However,  at  the  present  time  and  under  existing 
conditions,  any  necessity  which  may  have  existed  heretofore  for  the 
adoption  of  such  a  temporary  expedient  has  entirely  disappeared." 

523.1 — Connected  Load  Basis. 

"The  operating  characteristics  of  ordinary  agricultural  and  other 
power  installations  are  well  known  and  can  be  provided  for,  readily 
and  equitably,  by  rates  based  on  the  connected  load.  This  system 
will  be  provided  in  the  rates  herein  established.  If  individual  cases 
of  hardship  arise  under  this  altered  method  they  may  be  dra\\Ti  to 
the  Commission's  attention. 

"Residence  and  other  small  lighting  installations  can  be  made  to 
yield  the  proper  amount  of  revenue  through  the  establishment  of 
simple  block  schedules  as  herein  provided. 

"Larger  power  and  lighting  consumers,  whose  operating  conditions 
are  or  may  be  subject  to  greater  variation,  both  as  to  maximum 
demand  and  the  amount  of  energy  consumed,  will  yield  sufficient 
revenue  to  justify  the  installation  of  one  of  the  several  types  of  de- 
mand indicating  and  integrating  watt-hour  meters  which  are  now 
on  the  market." 

521.1— Width  of  Demand. 

"In  general,  while  recognizing  the  fact  that  there  are  exceptions 
which  will  require  special  consideration,  I  am  convinced  that  no 
system  of  electric  rates  based  wholly  or  largely  upon  the  consumer's 
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maximum  demand,  as  distinguished  from  his  connected  load,  can  be 
equitably  applied  except  in  cases  where  the  maximum  demand  over 
a  period  of  not  less  than  fifteen  minutes  is  regularly  and  constantly 
.  measured  by  some  fixed  instrument  located  at  the  point  of  delivery 
of  the  service.  When  the  maximum  demand  is  so  measured,  the 
charge  should  be  for  the  period  for  which  the  bill  is  normally  rendered, 
in  the  same  manner  in  which  the  actual  consumption  is  charged  and 
collected  for.  A  single  maximum  demand  reading  should  not  govern 
an  entire  year's  bills. 

"If  abuse  with  reference  to  the  manufacturer's  rating  of  the  motor 
should  develop,  means  for  testing  such  motors  and  stopping  such 
abuse  will  be  provided. 

"The  rates  herein  established  contemplate  the  method  of  charging 
hereinabove  described.  The  San  Joaquin  Corporation  can  accord- 
ingly discontinue  its  present  practice  of  installing  meters  on  strictly 
flat  rate  installations  and  thus  effect  a  very  material  saving." 

In  the  Mount  Whitney  case,  reference  is  made  to  the  above  holdings  in 
the  companion  case,  and  the  Commission  says: 

".  .  .  the  rates,  at  least  for  the  smaller  installations,  should  be 
based  on  the  connected  load  and  not  on  the  maximum  demand,  as 
hitherto  ascertained.  In  view  of  the  fact  that  the  present  practice 
of  the  Mt.  Whitney  Company  is  to  measure  the  consumer's  maximum 
demand  at  or  about  the  beginning  of  the  irrigating  season  instead 
of  during  the  period  of  the  company's  maximum  system  peak,  it 
would  appear  as  though  little  consideration  has  been  given  to  the 
question  of  the  effect  of  these  demands  upon  the  peak  load  capacity 
of  the  company's  system.  Under  such  conditions  rates  based  on 
the  connected  load,  considering  the  fact  that  the  operating  character- 
istics of  the  company's  agricultural  power  business  are  well  known, 
would  be  at  least  as  reasonable,  in  addition  to  having  the  advantage 
of  being  much  simpler  and  less  expensive  to  maintain. 

"There  are  undoubtedly  certain  conditions  under  which  a  demand 
rate  would  be  more  reasonable  than  a  rate  based  upon  the  connected 
load,  particularly  in  the  case  of  large  installations  or  where  several 
motors  are  in  use,  but  in  all  such  cases  the  demand  should  be  regularly 
and  constantly  measured  by  some  fixed  instrument  located  at  the  point 
where  the  service  is  delivered  to  the  consumer.  There  are  several  types 
of  satisfactory  combination  demand  indicators  and  integrating  watt- 
hour  meters  now  on  the  market,  and  where  conditions  are  such  as  to 
require  or  make  advisable  a  rate  based  on  the  maximum  demand, 
such  rate  should  contemplate  the  installation  of  such  meter  recording 
the  maximum  demand  over  a  period  of  not  less  than  fifteen  minutes. 

"Where  the  consumer  desires  to  use  one  or  more  motors,  or  motors 
and  other  electrical  equipment  which  are  not  intended  to  operate 
simultaneously,  and  the  maximum  demand  is  controlled  by  means 
of  a  double  throw  switch  or  other  approved  demand  limiting  device, 
the  connected  load  should  be  taken  as  the  maximum  load  which  can 
be  connected  at  one  time  to  the  company's  system." 
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720— Rate  Schedules. 

The  Commission  ordered  the  companies  to  file  new  rules  and  regulations 
in  accordance  with  the  above  findings  and  prescribed  rate  schedules, 
which  are  practically  the  same  for  both  companies. 

Applications  for  rehearings  were  filed  in  both  cases.  The  Commission 
issued  a  subsequent  order  in  each  case  denying  the  petition  for  rehear- 
ing and  making  minor  changes  in  the  schedules  of  .rates  provided. 
These  subsequent  orders  were  issued  April  22,  1916,  and  the  rates 
ordered  were  made  effective  May  1,  1916. 

The  following  rates  are  prescribed  by  the  Commission  for  the  San 
Joaquin  Light  and  Power  Corporation  and  the  Mount  Whitney  Power 
and  Electric  Company. 

GENERAL  DOMESTIC  LIGHTING  RATE. 

Applicable  to  domestic  and  small  commercial  lighting,  heating  and  power  installa- 
tions of  less  than  five  kilowatt  capacity. 

Rate. 

8  cents  per  kilowatt-hour  for  the  first  20  kilowatt  hours  per  month. 
4  cents  per  kilowatt-hour  for  all  excess. 

Minimum  Charge. 

75  cents  per  month  per  meter. 

GENERAL  COMMERCIAL  LIGHTING  RATE. 

Applicable  to  all  commercial,  industrial,  sign  outline  and  other  lighting  installa- 
tions and  to  small  power  and  appliances  used  in  connection  with  lighting  service. 

Rate. 

Demand  Charge. 

$2.25  per  month  per  kilowatt  of  measured  maximum  demand,  plus  an 

Energy  Charge  of 

1  cent  per  kilowatt-hour  for  all  electric  energy  consumed. 

Determination  of  Maximum  Demand. 

Watt  demand  indicators  and  watt-hour  meters  will  in  all  cases  be  installed  and 
maintained  by  the  company  at  its  own  expense  under  this  rate. 

Minimum  Charge. 

$2.50  per  month. 

GENERAL  POWER  SERVICE. 

Applicable  to  all  industrial,  commercial  and  other  power  installations  of  not 
more  than  twenty  horse  power  installed  capacity,  receiving  energy  at  110  or  220 
volts  at  the  consumer's  option.  Single-phase,  two-phase  or  three-phase  service, 
at  option  of  company. 

Rate. 

4  cents  per  kilowatt-hour   for  the  first   200  kilowatt-hours  consumed  during 

anv  month. 

2  cents  per  kilowatt-hour  for  all  excess  energy. 

Minimum  Charge. 

$1.00  per  horse  power  connected,  but  in  no  case  less  than  $1.00. 

AGRICULTURAL  SERVICE. 

Contract  Flat  Rates. 

Applicable  to  all  agricultural  or  rural  power  and  other  service  limited  only  by 
the  demand  upon  the  company's  system.  Service  will  normally  be  supplied  at 
110  or  220  volts. 
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Rate. 

$7.00  per  horse  power  for  one  month's  continuous  service. 
12.15  per  horse  power  for  two  months'  continuous  service. 
16.45  per  horse  power  for  three  months'  continuous  service. 
20.25  per  horse  power  for  four  months'  continuous  service. 
2.3.65  per  horse  power  for  five  months'  continuous  service. 
26.80  per  horse  power  for  six  months'  continuous  service. 
29.75  per  horse  power  for  seven  months"  continuous  service. 
32.50  per  horse  power  for  eight  months'  continuous  service. 
35.10  per  horse  power  for  nine  months'  continuous  service. 
37.60  per  horse  power  for  ten  months'  continuous  service. 
40.00  per  horse  power  for  eleven  months'  continuous  service. 
42.30  per  horse  power  for  twelve  months'  continuous  service. 

The  above  fiat  rates  are  based  upon  the  connected  load  in  motors  or  other  utiliza- 
tion equipment  which  can  be  connected  at  any  one  time  to  the  company's  supply 
system.  Under  normal  conditions  meters  will  not  be  installed  by  the  company 
on  strictly  flat  rate  business,  but  at  the  consumer's  request  demand  indicating 
and  watt-hour  meters  will  be  supplied  at  a  charge  of  $7.50  per  year,  or  fraction 
thereof,  and  the  flat  rate  charges  per  horse  power  of  connected  load  will  be 
readjusted  on  the  basis  of  94  per  cent  demand  factor. 

Minimum  Charge. 

The  minimum  bill  under  these  rates  for  an  installation  less  than  one  horse  power 
will  be  the  flat  rate  for  one  horse  jiower. 

Non-Contract  Flat  Rates. 

Applicable  to  all  agricultural  or  rural  power  and  other  service  limited  only  by 
the  demand  upon  the  company's  svstem.  Service  will  normally  be  supplied  at 
110  or  220  volts. 

Rate. 

.$7.00  per  horse  power  for  first  month's  service. 
5.15  per  horse  power  for  second  month's  service. 
4.30  per  horse  power  for  third  month's  service. 
3.80  per  horse  power  for  fourth  month's  service. 
3.40  per  horse  power  for  fifth  month's  service. 
3.15  per  horse  power  for  sixth  month's  service. 
2.95  per  horse  power  for  seventh  month's  service. 
2.75  per  horse  power  for  eighth  month's  service. 
2.60  per  horse  power  for  ninth  month's  service. 
2.50  per  horse  power  for  tenth  month's  service. 
2.40  per  horse  power  for  eleventh  month's  service. 
2.30  per  horse  power  for  twelfth  month's  service. 

The  consumer  taking  service  under  these  rates  will  be  reciuired  to  pay  for  the 
cost  of  the  initial  service  connection  and  also  the  cost  of  any  subsequent  dis- 
connections or  reconnections  made  at  his  request. 

The  above  flat  rates  are  based  upon  the  connected  load  in  motors  or  other 
utilization  equipment  which  can  be  connected  at  any  one  time  to  the  company's 
supply  system.  Under  normal  conditions  meters  will  not  be  installed  In'  the 
company  on  strictly  flat  rate  business,  but  at  the  consumer's  request  demand 
indicating  and  watt-hour  meters  will  be  supplied  at  a  charge  of  .$7.50  per  year, 
or  fraction  thereof,  and  the  flat  rate  charges  per  horse  power  of  connected  load 
will  be  readjusted  on  the  basis  of  94  per  cent  demand  factor. 

Minimum  Charge. 

The  minimum  h\[\  under  these  rates  for  an  installation  less  than  one  horse 
power  will  be  the  flat  rate  for  one  horse  power. 

Meter  Rates. 

Applicable  to  all  agricultural  or  rural  power  and  other  service  limited  only  by 
the  demand  upon  the  company's  system.  Service  will  normally  be  supplied  at 
110  or  220  volts. 
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Rate. 

Demand  Charge  (Contract  Basis). 

$4.50  per  horse  power  for  one  month's  continuous  service. 

7.50  per  horse  power  for  two  months'  continuous  service. 

9.80  per  horse  power  for  three  months'  continuous  service. 
11.75  per  horse  power  for  four  months'  continuous  service. 
13.45  per  horse  power  for  five  months'  continuous  service. 
15.00  per  horse  power  for  six  months'  continuous  service. 
16.40  per  horse  power  for  seven  months'  continuous  service. 
17.70  per  horse  power  for  eight  months'  continuous  service. 
18.90  per  horse  power  for  nine  months'  continuous  service. 
20.00  per  horse  power  for  ten  months'  continuous  service. 
21.05  per  horse  power  for  eleven  months'  continuous  service. 
22.05  per  horse  power  for  twelve  months'  continuous  service. ' 

(Payable  in  equal  monthly  installments.)     Or 

Demand  Charge  (Non -Contract  Basis). 

$4.50  per  horse  power  for  first  month's  service. 
3.00  per  horse  power  for  second  month's  service. 
2.30  per  horse  power  for  third  month's  service. 
1.95  per  horse  poewr  for  fourth  month's  service. 
1.70  per  horse  power  for  fifth  month's  service. 
1.55  per  horse  power  for  sixth  month's  service. 
1.40  per  horse  power  for  seventh  month's  service. 
1.30  per  horse  power  for  eighth  month's  service. 
1.20  per  horse  power  for  ninth  month's  service. 
1.10  per  horse  power  for  tenth  month's  service. 
1.05  per  horse  power  for  eleventh  month's  service. 
1.00  per  horse  power  for  twelfth  month's  service. 

To  the  demand  charge  shall  be  added  the  following  energy  charge: 

Energy  Charge. 

5  mills  per  kilowatt-hour. 

The  consumer  taking  service  vmder  non-contract  rates  will  be  required  to  pay  for 
the  cost  of  the  initial  service  connection,  and  also  the  cost  of  any  subsequent 
disconnections  or  reconnections  made  at  his  request. 

The  demand  charges  under  this  schedule  are  based  on  the  connected  load  in  motors 
or  other  utilization  equipment  which  can  be  connected  at  any  one  time  to  the 
company's  supply  system,  and  the  meters  regularly  supplied  are  of  the  recording 
watt-hour  type.  At  the  consumer's  request,  however,  the  company  will  furnish 
and  install  demand  indicating  instruments  at  a  rate  of  13.00  per  year,  or  fraction 
thereof,  and  l:)ase  the  demand  charge  upon  the  measured  monthly  maximum 
demand,  in  which  case  the  demand  charges  will  be  readjusted  on  the  basis  of  94 
per  cent  demand  factor. 

Minimum  Charge. 

The  mininnim  bill  for  an  installation  less  than  one  horse  power  will  be  the 
demand  charge  for  one  horse  power. 

COMBINATION  LIGHTING,  COOKING  AND  HEATING  SERVICE. 

The  Mount  Whitney  Power  and  Electric  Company  has  the  following  schedule 
applicable  to  lighting,  cooking  and  heating  where  the  rated  capacity  in  cooking 
accessory  equipment  equals  or  exceeds  5  kilowatts. 

Rate. 

8  cents  per  kilowatt  hour  for  the  first  20  kilowatt  hours  per  month  per  meter. 
3  cents  per  kilowatt  hour  for  the  next  150  kilowatt  hours  per  month  per  meter. 
1  cent  per  kilowatt  hour  for  all  excess  use. 

Where  lighting  service  is  not  required  under  the  schedule,  the  first  block  at  8  cents 
per  kilowatt  hour  will  be  eliminated  and  the  3  cent  rate  will  apply  to  the  first 
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150  kilowatt  hours  with  1  cent  per  kilowatt  hour  for  all  energy  consumed  in  any 
month  in  excess  of  150  kilowatt  hours.  This  latter  schedule  will  also  apply  where 
heating  service  only  is  furnished  in  case  the  rated  capacity  of  such  equipment  is 
not  less  than  five  kilowatts. 

Minimum  Charge. 

$2.00  per  month  per  meter. 

OTHER  RATES. 

The  following  additional  rates  are  provided  in  the  schedules  of  both  companies: 
"Public  Outdoor  Lighting  Service,"  "Industrial  Power  Rates,"  "Substation 
Service  Rate,"  "Transmission  Service  Rate,"  and  "Special  Power  Rate." 

The  San  Joaquin  Light  and  Power  Corporation  also  has  a  schedule,  "Special 
Oil  Fields  Rate"  and  the  Mount  Whitney  Power  and  Electric  Company  has 
a  schedule,  "Special  Street  Lighting  Service." 

WISCONSIN 

300— Investment  and  Return. 

BoGART  et  al.  V.  Wisconsin  Telephone  Company,  Complaint  As  to 
Rates  For  Telephone  Service  in  Milwaukee.  Decision  of  the  Wis- 
consin Railroad  Commission,  Fixing  Rates.  April  18,  1916.  (Con- 
tinued from  9  Rate  Research  173). 

In  its  investigation  to  determine  reasonable  rates  for  the  Milwaukee 
telephone  exchange,  the  Commission  finds  a  rate  of  return  of  8  per  cent 
to  be  reasonable  and  discusses  the  question  of  a  proper  return  for  public 
utilities,  as  follows: 
340 — Rate  of  Return. 

"Returns  upon  the  investment  in  this  case  cover  the  cost  of  the 
capital  necessary,  the  compensation  for  certain  risks  such  as  are  not 
covered  in  the  interest  charges,  and  the  cost  of  such  managerial 
expenses  as  are  not  included  in  the  operating  expenses  proper. 
These  costs  are,  in  a  sense,  as  much  a  part  of  the  cost  of  the  service 
as  the  operating  expenses.     ... 

"During  the  past  decade  the  cost  of  capital  and  of  the  other  elements 
mentioned  for  public  utilities  generally  which  are  operating  under 
conditions  that  may  be  regarded  as  normal  has  ranged  from  about  7 
per  cent  to  more  than  9  per  cent  on  the  fair  value  of  the  plants  and 
their  business.  On  the  bonds,  when  based  on  a  mortgage  covering 
the  entire  value,  and  when  these  bonds  amount  to  about  two  thirds 
of  the  value,  and  when  the  net  earnings  available  for  returns  have 
amounted  to  at  least  twice  as  much  as  the  interest  charges  on  the 
bonds,  the  cost  of  obtaining  the  money  has  not  often  been  less  than 
about  6.5  per  cent.  When  that  part  of  the  capital  which  is  thus 
comparatively  well  secured  costs  as  much  as  this,  it  is  rather  obvious 
that  the  balance  of  the  capital  over  and  above  that  part  which  is 
thus  represented  by  the  bonds  must  cost  a  great  deal  more.  In  fact, 
experience  shows  that  for  the  latter  part  the  cost  is  often  from  two 
to  three  times  as  great  as  for  the  former  part.  This  is  certainly  true 
when  the  investment  is  based  on  commercial  considerations  alone. 

"The  cost  of  the  capital  needed  is  a  part  of  the  cost  of  the  service  that 
in  the  long  run  must  be  borne  if  the  service  is  to  be  furnished.  This 
cost,  like  most  other  costs,  is  fixed  in  the  open  market  by  economic 
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forces  over  which  individuals  and  companies  have  little  or  no  control. 
The  market  price  for  all  the  capital  that  is  needed  for  the  service  by 
telephone  companies  as  thus  determined,  when  certain  risks  and 
managerial  services  are  also  included  therein,  is  seldom  less  than  8 
per  cent  on  the  fair  value  of  the  plant  and  the  business." 

The  Commission  finds  that  an  8%  return  is  "fully  justified"  in  this  case, 

and  says,  further: 

"We  cannot  e>scape  notice  of  the  fact  that  the  Milwaukee  exchange  of 
the  Wisconsin  Telephone  Company  has  been  and  is  managed  with  an 
exceedingly  high  degree  of  efficiency.  ...  It  may  be  argued 
that  every  public  utility  is  expected  to  conduct  its  business  in  a 
reasonably  efficient  manner,  and  this,  of  course,  is  true;  but  we  are 
dealing  in  the  present  case  with  what  seems  to  be  an  instance  of 
unusual  efficiency,  manifested  not  only  in  the  degree  of  economy 
obtained  in  the  construction,  operation,  and  maintenance  of  the 
plant,  but  in  the  relations  which  the  company  has  established  and 
maintained  with  the  public.  As  far  as  we  can  determine,  the  officials 
of  the  Milwaukee  exchange  and  of  the  company  have  been  continually 
on  the  alert  to  discover  means  of  conducting  the  lousiness  economically 
and  of  maintaining  desirable  relations  with  the  public. 

"The  importance  of  giving  consideration  to  the  character  of  the 
management  in  fixing  upon  the  fair  rate  of  return  is  stated  by  the 
Supreme  Court  of  Wisconsin  in  Duluth  Street  R.  Co.  v.  Railroad 
Commission,  161  Wis.  245,  P.  U.  R.  1915D  192,  152  N.  W.  893, 
(7  R.\TE  Research  358),  as  follows:  'The  amount  of  this  return  should 
be  governed  to  some  extent  by  the  character  of  the  management. 
A  company  that  is  on  the  alert  to  practice  economies  should  have 
some  part  of  the  saving,  else  there  would  be  no  inducement  to  reduce 
the  cost  of  the  service.' 

"The  same  court,  in  speaking  of  the  importance  of  a  margin  above 
the  bare  cost  of  conducting  the  business  and  of  providing  capital,  in 
the  case  of  Minneapolis,  St.  P.  &  S.  Ste.  M.  R.  Co.  v.  Railroad  Com- 
mission, 136  Wis.  146,  167,  17  L.  R.  A.  (N.  S.)  821,  116  N.  W.  905, 
said:  Tn  determining  whether  or  not  the  order  of  the  Commission 
is  unreasonable,  it  must  also  be  considered  that  every  unnecessary 
burden  imposed  upon  the  railroad  impairs  its  net  receipts,  and 
diminishes  that  margin,  if  there  be  one,  between  the  amount  sufficient 
to  assure  a  fair  return  on  the  value  of  its  property,  plus  the  amount 
of  its  fixed  charges  and  operating  expenses,  and  its  gross  receipts. 
In  this  margin,  the  public  and  the  railroad  are  interested,  because  it 
is  only  when  this  exists  that  betterments  in  construction  or  improve- 
ments in  service  not  imperative  or  indispensable,  or  reduction  in 
rates,  will  ordinarily  be  voluntarily  made  by  the  railroad  or  can 
ordinarily  be  ordered  or  enforced  by  the  Commission.  We  are  not 
now  speaking  of  those  extreme  cases  where  the  public  duty  must  be 
discharged  whatever  the  financial  consequences  to  the  railroad. 
Covington  &  L.  Turnp.  Road  Co.  v.  Sanford,  164  U.  S.  578,  41  L. 
ed.  560,  17  Sup.  Ct.  Rep.  198,  and  cases  in  Rose's  Notes;  3  Cook, 
Corp.  4th  ed.  pp.  900,  901,  and  cases  in  notes.  But  in  ordinary 
cases  to  waste  this  margin  is  to  waste  the  fund  in  which  the  whole 
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public  is  interested.  This  should  never  be  done  for  the  benefit  of 
the  few  as  against  the  interests  of  many.  It  is  also  to  be  considered 
that  this  margin  ought  not  ordinarily  to  be  exhausted  or  swept  away 
by  orders  or  requirements  of  the  Railroad  Commission  as  fast  as 
accumulated,  because  human  nature  or  railroad  nature  is  such  that 
no  one  will  long  economize  on  operating  or  other  expenses  if  his 
economy  only  furnishes  a  larger  basis  for  further  exactions.  The 
rights  of  the  public  and  the  rights  of  the  railroad  under  this  new  law 
must  be  ascertained  and  developed  by  the  Railroad  Commission 
slowly  and  laboriously,  moving  from  precedent  to  precedent  as  new 
instances  arise,  after  the  manner  of  the  common  law  courts.  As 
was  said  in  Bates  v.  Relyea,  23  Wend.  336,  341:  "They  (these  in- 
stances) must,  from  the  nature  of  our  legal  system,  be  the  same  to 
the  science  of  law,  as  a  convincing  series  of  experiments  is  to  any 
other  branch  of  inductive  philosophy."  Patience  on  the  part  of 
the  public  and  on  the  part  of  the  carrier,  and  time,  will  be  neces- 
sary.' " 

450 — Value  of  the  Service. 

The  Commission  made  an  apportionment  to  determine  the  cost  of  the 
various  classes  of  telephone  service.  It  was  urged  that  the  determina- 
tion of  rates  strictly  upon  the  cost  of  service  basis  would  prevent  the 
development  of  the  business  essential  to  the  best  interests  of  the  utility 
and  the  public.     The  Commission  says: 

"It  is  probably  true  that  in  almost  no  telephone  exchange  do  all 
classes  of  service  yield  the  same  margin  of  profit.  The  same  is  true 
of  most  schedules  of  rates  for  electric  service  or  for  the  service  of 
other  public  utilities." 

The  Commission  here  points  out  that  the  interdependence  of  telephone 
subscribers,  a  feature  peculiar  to  the  telephone  utility,  may  justify  a 
greater  difference  between  the  margin  of  profit  obtained  from  the  most 
profitable  and  least  profitable  classes  than  would  be  justified  in  the 
case  of  other  utilities. 

"It  is  entirely  possible  that  the  proper  development  of  a  telephone 
exchange,  both  from  the  point  of  view  of  the  commercial  department 
of  the  telephone  company  and  from  the  point  of  view  of  subscribers 
whose  interests  are  served  by  the  utility,  will  require  that  the  cost 
principle  be  modified  to  permit  a  higher  rate  of  profit  to  the  company 
on  some  classes  of  service  than  on  others.  In  other  words,  the  cost 
principle  in  the  telephone  business,  as  in  the  business  of  other  utili- 
ties, must  be  tempered  by  judgment  as  to  the  results  of  its  applica- 
tion." 

The  cost  analysis  showed  that  for  the  principal  private  branch  exchange 
classes  and  for  the  rural  class,  the  cost  of  service  per  telephone  is  greater 
than  the  average  revenue  per  telephone.  However,  the  rates  for  these 
classes  of  service  are  not  changed.     The  Commission  says: 

"This  excess  of  costs  over  the  revenue  is  so  great  that  we  are  con- 
vinced that  it  cannot  be  attributed  to  any  defect  in  the  methods  of 
apportionment  used,  or  of  the  data  upon  which  those  apportionments 
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were  based.  Although  our  analysis  of  costs  indicated  that  these 
classes  are  not  meeting  the  full  cost  of  furnishing  them  with  service, 
we  have  not  attempted  to  make  any  revision  of  their  rates  in  connec- 
tion with  this  case.' 
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REFERENCES 

RATES 

513— Meter  Basis. 

Meter  Tariff  versus  Flat  Rate  for  Small  Consumers,  by  Ihlefeld, 
Electrical  World,  June  17,  1916.  p.  1428. 

The  Electrical  World  gives  the  following  abstract  of  an  article  in  the  Elekiro- 
technische  Zeitschrift  of  March  2,  1916. 

The  main  objection  against  using  meters  for  small  consumers  has  been  the  cost 
of  interest  and  amortization  of  the  meters  and  the  cost  of  taking  readings  and 
making  out  bills.  But  the  author  points  out  that  in  recent  years  the  construction 
of  meters  has  been  greatly  improved  and  cheapened,  and  with  a  life  of  twenty 
years  the  interest  and  amortization  charges  are  not  prohibitive  for  small  con- 
sumers. In  order  to  reduce  the  cost  of  taking  readings  and  making  out  bills, 
the  author  recommends  the  following  system:  He  proposes  to  estimate  in  advance 
what  the  consumption  during  the  year  may  be  and  let  the  consumer  make  twelve 
equal  payments  in  twelve  months  of  the  year  accordingly.  At  the  end  of  the 
year  the  meter  is  read  once  and  a  correct  bill  is  made  out,  and  either  an  excess 
charge  made  to  the  consumer  or  a  refund  made  according  to  the  meter  reading. 
The  author  points  out  the  disadvantage  of  any  flat  rate  with  or  without  current 
limiting  devices. 

INVESTMENT  AND  RETURN 

320 — Appreciation . 

Valuation  of  Railroad  Right-of-way,  by  A.  M.  Sakolski.  The 
American  Economic  Review,  June,  1916,  p.  288.     20|  pages. 

The  legal  and  economic  principles  underlying  railroad  land  valuation  are  dis- 
cussed, and  the  practices,  methods  and  results  of  actual  appraisals  are  reviewed. 
Arguments  are  set  forth  for  and  against  the  allowance  of  present  value,  or  ap- 
preciated value,  of  lands  acquired  for  use  in  the  service  of  the  public. 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Reports  of  Decisions. 

Wisconsin  Railroad  Commission  Reports.     Volume  16.     936  pages. 

Volume  16,  of  the  Wisconsin  Railroad  Commission  Reports,  contains  all  decisions 
rendered  by  the  Commission  during  the  period  from  February  10,  1915,  to  Novem- 
ber 15,  1915. 

252 — Commission  Annual  Reports. 

The  Public  Utilities  Commission  of  Hawaii.  Annual  Reports, 
1913,  1914  and  1915. 

The  Public  Utilities  Commission  of  Hawaii  was  created  by  act,  effective  July  1, 
1913.  Annual  reports  for  this  Commission  have  been  received  for  the  years  1913, 
1914  and  1915.  These  reports  are  issued  in  pamphlet  form  and  contain  summaries 
of  the  work  of  the  commission,  its  organization,  and  jurisdiction. 
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MUNICIPALITIES 

830— Public  Ownership. 

Municipal  Ownership,  by  T.  11.  Hay.  Electrical  Re.ieiv  and  Western 
Electrician,  June  17,  1916.     p.  1117.  1  page. 

A  number  of  advantages  of  private  as  compared  with  public  o\\Tiership  of  electric 
utilities  are  pointed  out  in  this  article.  Present  development  of  electric  utilities 
shows  an  increasing  tendenc}'  toward  consolidation  to  afford  concentration  of  the 
source  of  supply  from  which  radiate  widespread  transmission  lines  without  regard 
to  mimicipal,  county,  or  state  boundaries.  The  most  economical  and  advantag- 
eous operation  of  such  utilities  has  been  secured  by  such  consolidated  systems. 
Mimicipal  ownership  and  operation  of  public  utilities  has  been  confined  to  the 
cities  and  has  not  been  carried  on  in  the  extensive  manner  practiced  by  the  up-to- 
date  privately  owned  and  operated  corporation.  Other  difficulties  of  successful 
municipal  operation  are  found  in  the  uncertainties  of  holding  office  in  a  municipal 
utility  where  party  affiliation  rather  than  i^ersonal  efficienc}'  determines  the 
tenure  of  office;  in  the  opportunity  for  discriminating  liy  furnishing  low  rates  to 
the  customer  at  the  expense  of  the  tax  payer;  and  in  the  lack  of  incentive  for 
economic  and  efficient  operation  of  municipal  utilities. 


COURT  DECISION  REFERENCES 

112.5 — Ordinance  Rates. 

City  of  Tipton  v.  Tipton  Light  and  Heating  Company.  Decision 
of  the  Supreme  Court  of  Iowa.  Mav  10,  1916.  157  Northwestern 
844. 

The  defendant  company  appealed  from  the  judgment  of  the  district  court  impos- 
ing a  fine  for  the  violation  of  a  city  ordinance,  which  prescribed  rates  to  be  charged 
for  electric  service  within  the  city.  The  ordinance  in  question  fixed  the  maxi- 
mum rate  for  electricity  at  10  cents  per  kilowatt  hour  with  a  minimum  charge  of 
75  cents.  The  ordinance  further  provided  that  no  charge  was  to  be  made  for  the 
use  of  meters  or  other  measuring  device  and  fixed  a  penalty  for  violation  of  the 
provisions  of  the  ordinance  at  a  fine  of  not  less  than  five  dollars  or  more  than  one 
hundred  dollars.  It  appears  that  the  company  charged  the  sum  of  twenty  cents 
as  rent  for  an  electric  light  meter.  On  action  in  the  lower  court  the  defendant 
was  found  guilty  of  a  violation  of  the  ordinance  and  fined  $50  and  costs.  The 
company  appealed  from  this  judgment  and  contends  that  the  city  had  no  power 
to  prohibit  the  exaction  of  compensation  for  the  use  of  meters  or  other  measuring 
device  and  that,  further,  it  had  no  power  to  impose  a  fine  or  imprisonment.  These 
are  the  onlj^  questions  before  the  Court,  no  question  of  reasonableness  of  rates 
having  arisen.     The  judgment  of  the  lower  court  is  affirmed. 

The  court  holds  that  the  city  had  a  right  to  fix  a  maximum  rate  for  service  fur- 
nished the  public,  including  the  use  of  meters,  and  says: 

"The  defendant  had  exacted  more  than  the  maximum  rate  fixed  by  the  ordi- 
nance, and  did  this  under  the  pretense  of  charging  for  the  use  of  the  meter. 
In  this,  we  think  it  was  WTong." 

On  the  second  point,  the  Court  says: 

"A  distinction  must  be  kept  in  mind  between  the  power  to  regulate  rates,  and 
the  power  to  contract  as  to  rates.  The  regulation  of  rates  for  public  service 
belongs  to  the  police  power  of  the  state,  and,  when  delegated  to  the  city,  it 
belongs  to  the  police  power  of  the  city.  The  power  to  regulate  has  been  dele- 
gated bj'  express  terms,  and,  under  this  police  power,  it  has  a  right  to  punish 
one  who  violates  an  ordinance  fixing  and  regulating  the  charge  to  be  made 
for  public  services  rendered." 
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RATES 
WESTERN  STATES  GAS  AND  ELECTRIC  COMPANY 

614 — Heating  and  Cooking. 

Western  States  Gas  and  Electric  Company,  Heating  and  Cooking 
Rate,  Stockton  Division  (California).     Effective  June  11,  1916. 

The  Western  States  Gas  and  Electric  Company  has  put  in  effect  an 
experimental  rate  for  the  purpose  of  developing  heating  and  cooking 
by  electricity  in  its  Stockton  Division.  The  Company  states  that  if 
sufficient  business  is  obtained  to  warrant  the  rate,  it  will  be  permanent. 

This  schedule  is  primarily  intended  for  cooking  where  the  consumer 
is  equipped  with  an  electric  range,  approved  as  such  by  the  company. 

The  consumer's  wiring  for  electric  heating  and  cooking  service  must  be 
separate  and  distinct  from  that  supplying  other  service,  and  no  light- 
ing, power  or  other  use,  will  be  permitted  under  this  service,  except 
indicating  or  pilot  lights  used  in  connection  with  heating  and  cooking 
appliances. 

This  schedule  is  not  intended  to  cover  auxiliary  cooking  and  heating 
devices,  such  as  percolators,  toasters,  chafing  dishes  and  heaters,  but 
such  auxiliary  devices  may  be  attached  to  a  circuit  supplying  an  approved 
electric  range  if  consumer  has  one;  otherwise  the  auxiliary  devices 
must  be  supplied  from  a  regular  lighting  circuit. 

The  rates,  effective  as  of  June  11,  1916,  are  as  follows: 

Rate. 

3.3  cents  per  kilowatt-hour  for  the  first  70  kilowatt-hours  used  per  month 
per  kilowatt  of  connected  load. 

1.6  cents  per  kilowatt-hour  for  all  over  70  kilowatt-hours  used  per  month 
per  kilowatt  of  connected  load. 

Prompt  Payment  Discount. 

A  discount  of  10  per  cent  will  be  allowed  for  payment  of  bills  within  ten  days 
from  their  date. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Minimum  Charge. 

connected 
5 
kilowatts. 


.nimum  unarge. 

$.3.00  per  meter  for  all  installations  not  exceeding  5  kilowatts  of  connecte 
load  and  .$1.00  additional  for  each  kilowatt  of  connected  load  in  excess  of 


Terms  and  Conditions. 

A  single  110  volt  appliance  not  in  excess  of  2  kilowatt  capacity  must  be  wired 
for  2-wire,  110  volt  service.  Installations  of  110  volt  appliances  exceeding 
a  combined  comiected  load  of  more  than  2  kilowatt  must  be  wired  for  3-wire, 
220  volt  service  and  balanced  as  nearly  as  possible  on  each  side  of  neutral 
conductor,  the  unbalancing  in  any  event  not  to  exceed  1,890  watts.  Installa- 
tions of  straight  220  volt  appliances  must  be  wired  for  220  volt,  2-wire  service. 


COMMISSION  DECISIONS 
CALIFORNIA 

626 — Factors  Affecting  Rates — Seasonal  Factor. 

Vineyard  Lighting  Company,  Complaint  of  Customers  Regarding 
Price  and  Quality  of  Electricity  Furnished.  Decision  of  the  Massa- 
chusetts Board  of  Gas  and  Electric  Light  Commissioners,  Dis- 
missing the  Complaint.     May  27,  1916. 

The  Vineyard  Company  is  furnishing  service  in  towns  which  are  seaside 
resorts,  and  the  peak-load  on  the  plant  is  the  summer  lighting  load, 
when  the  hotels  and  private  cottages  are  filled  with  summer  visitors 
and  places  of  amusement  require  light  and  power. 

The  Company  placed  in  effect  demand  rates  which  are  higher  during 
the  summer  months.  The  complaint  alleges  that  these  rates  are 
unreasonable,  l3ut  the  Board  finds  that  the  conditions  in  this  case 
justify  the  higher  rates  to  the  summer  business.  ^ 

The  Company's  rates  are  as  follows: 

Summer  demand  rates,  June,  July,  August  and  September,  based  on  a  25- volt 
ampere  unit  (to  be  agreed  upon  or  measured  by  demand  indicator) : 

Rate. 

$1.00  per  month  for  one  unit. 
1.80  per  month  for  two  units. 
2.40  per  month  for  three  imits. 
.60  per  month  for  all  additional  units. 

Demand  rates,  October  to  Maj^  inclusive,  six-tenths  of  summer  demand  rates. 

Minimum  Charge. 

A  minimum  season  charge  of  one  and  one-half  months'  bill  and  not  less  than 
$9  is  required  in  advance  before  connection  is  made. 

Prompt  Payment  Discount. 

5  per  cent  cash  discount  on  all  bills  paid  before  the  tenth  of  the  month. 
The  Board  says: 

"It  was  urged  with  great  force  in  behalf  of  the  petitioners  that  a 
meter  rate  is  the  only  fair  rate.  It  is  true  that  a  kilowatt  hour  is 
now  the  established  unit  for  measuring  electricity.     It  represents  a 
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definite  amount  of  energy.  It  will  do  exactly  the  same  amount 
of  work  for  one  customer  as  for  another.  As  between  customers 
with  like  conditions  of  supply,  it  is  probably  the  fairest  basis  of 
charge.  But  this,  like  other  fundamentally  somid  propositions 
either  academic  or  practical,  is  subordinate  to  conditions  when 
unusual  and  controlling.  This  Company's  investment  has  been 
made  virtually  entirely  to  provide  for  the  brief  summer  business 
when  the  largest  demand  is  made  for  the  shortest  possible  use  of 
electricity  for  the  year.  Moreover,  the  maximum  demands  of  all 
of  its  customers  are  coincident.  If  the  plant  were  operated  for  the 
summer  season  only,  the  company  could  not  dispense  with  any  of 
the  investment  which  it  now  has,  and  its  saving  in  operating  expenses 
would  be  confined  largely  to  those  costs  which  relate  directly  to  the 
production  of  the  electricity  required  to  carry  the  winter  load. 
The  situation  being  as  it  is,  the  company's  summer  customers  neces- 
sarily have  to  bear  nearly  the  full  burden  of  the  plant,  and  it  is  at 
least  doubtful  whether  a  metered  rate  would  provide  as  fair  an 
apportionment  of  this  burden  among  them  as  their  respective 
demands  upon  the  station.  In  view  of  these  exceptional  conditions, 
the  company's  plan  of  a  flat  rate  based  upon  the  relative  demands 
of  its  customers  with  a  large  discount  to  those  using  electricity 
during  months  other  than  the  summer  months,  has  not  impressed 
the  Board  as  so  inequitable  in  its  theory  as  to  warrant  its  discon- 
tinuance.    . 

"In  reaching  this  conclusion  the  Board  should  by  no  means  be 
understood  as  endorsing  generally  a  demand  as  superior  to  a  meter 
rate,  but  only  as  related  to  the  pecuhar  and  exceptional  circumstances 
of  this  case.  If  the  load  improves,  and  as  it  improves,  a  gradual 
change  to  the  meter  system  may  seem  best.  There  are  some  serious 
disadvantages  in  the  present  plan,  and  not  the  least  is  the  uneco- 
nomical consumption  of  current  by  customers  once  their  demands 
are  established.  But  this  last  feature  under  present  conditions 
affects  so  small  a  proportion  of  the  costs,  as  compared  with  any 
effective  plan  for  correcting  it,  that  it  may  be  neglected  until  the 
hoped-for  improvement  in  the  load  factor  occurs.  The  hearings, 
however,  made  apparent  what  might  be  reasonably  expected — 
that  a  rate  based  on  the  whole  or  some  proportionate  part  of  the 
connected  load  calls  for  the  utmost  good  faith  on  the  part  both  of 
the  company  and  of  the  customer.  It  should  be  applied  not  as  a 
matter  of  special  agreement,  but  by  rules  definitely  established 
and  publicly  announced." 

The  order  of  the  Board  requires  the  company  to  publish  as  a  part  of 
its  rate  schedule  readily  comprehended  rules  for  the  determination 
of  the  respective  demands  of  its  customers. 

It  also  appeared  that  the  rates  do  not  afford  reasonable  charges  to 
certain  classes  of  business.  The  order  provides  for  an  alternative 
meter  rate  for  churches,  hotels,  places  of  amusement  and  other  business 
places,  and  for  heating  and  cooking  devices  on  special  circuits,  of  25 
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cents  per  kilowatt-hour,  with  a  prompt  payment  discount  of  5  per  cent 
during  the  months  of  June,  July,  August  and  September,  and  of 
40  per  cent  during  the  remainder  of  the  year. 

COLORADO 

600— Rate  Differentials. 

Town  of  Arvada  v.  Arvada  Electric  Company,  Application  for 
Rehearing  of  Rate  Case.  Decision  of  the  Colorado  Public  Utilities 
Commission,  Dismissing  the  Application.     May  18,  1916. 

The  Commission  rendered  a  decision  April  27,  1916,  dismissing  a 
complaint  as  to  the  electric  rates  of  the  Arvada  Electric  Company 
(9  Rate  Research  70).  The  Town  of  Arvada  entered  a  petition  for 
a  rehearing,  which  was  denied  by  the  Commission. 

In  the  petition  for  rehearing,  it  was  urged  that  the  Commission  com- 
mitted error  in  its  order,  in  that  the  company  was  not  required  to 
ch  arge  all  consumers  the  same  rate  for  electric  energy. 

The  Commission  says: 

''The  Colorado  laws  pertaining  to  public  utilities  and  the  regulation 
thereof  do  not  contemplate  the  same  rate  for  all  classes  of  service 
furnished  by  electric  utilities,  but  in  specific  terms  state  that  electric 
utilities,  under  the  direction  of  the  Public  Utilities  Commission, 
may  establish  a  graduated  scale  of  charges  for  electric  energy.  Of 
course  the  Commission  expects  the  respondent  company  to  charge 
the  same  rate  for  the  same  class  of  service  to  each  of  its  consumers, 
and  so  orders." 

OREGON 

300 — Investment  and  Return. 

Portland  Railway,  Light  and  Power  Company,  Investigation  of  the 
Rates  For  The  Various  Classes  of  Services  Furnished.  Preliminary 
Decision  of  the  Oregon  Public  Service  Commission,  Reporting  the 
Findings  on  Value  of  the  Property.     May  31,  1916. 

The  Commission  began  an  investigation  on  its  own  motion  to  determine 
reasonable  rates  for  electric  lighting,  heating,  and  power  furnished  by 
the  Portland  Railway,  Light  and  Power  Company.  An  investigation 
on  motion  of  the  Commission  of  the  value  of  the  interurban  property 
and  rates  for  interurban  service  was  joined  with  this  proceeding.  A 
valuation  was  therefore  made  of  the  entire  property  and  an  investigation 
of  the  total  expenses  to  be  allocated  between  the  electric  and  railway 
utilities.  The  preliminary  decision  covers  only  the  findings  of  the 
Commission  as  to  the  value  of  the  property  and  expenses  of  operation, 
leaving  the  determination  of  rates  for  subsequent  decision. 

The  Commission  states  in  this  preliminary  decision  that  it  will  not 
attempt  to  make  "a  finding  of  an  ultimate  or  composite  figure  as  the 
'value'  of  all  the  properties  of  the  respondent  utility",  but  it  will  in- 
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vestigate  (1)  "The  original  cost  of  construction",  (2)  "The  amount 
expended  in  permanent  in^provements",  (3)  "The  amount  and  market 
value  of  its  bonds  and  stock",  (4)  "The  present  as  compared  with  the 
original  cost  of  construction".  Incidentally  will  be  discussed  (5)  "The 
probable  earning  capacity  of  the  property  under  particular  rates  pre- 
scribed", or  at  least  under  the  rates  previously  and  at  the  present  time 
charged  by  the  respondent  and,  (6)  "The  sum  required  to  meet  operating 
expenses." 

311.1— Original  Cost. 

"It  is  well  settled  that  among  the  elements  to  receive  consideration  in 
investigations  of  this  character,  is  the  original  cost  of  the  properties 
devoted  to  public  service.  The  term  'original  cost'  has  not  received 
authoritative  definition  by  the  Supreme  Court,  but  that  tribunal  has, 
nevertheless,  invariably  named  it  as  an  element  to  be  considered. 
The  term  needs  definition.  It  is  evident  that  a  statement  of  cost 
may  be  (a)  either  the  cost  to  the  present  owners  or  (b)  the  cost  of 
the  integral  portions  of  the  property  when  first  brought  into  public 
service  to  the  persons  who  devoted  them  to  such  use,  and  regardless 
of  whether  they  have  since  parted  with  the  possession  of  the  property. 
The  cost  ascertained  may  also  relate  (c)  to  the  original  property  put 
into  public  service,  or  (d)  the  original  property  with  additions  and 
betterments,  diminished  by  retirements  or  substitutions.  These 
findings  show  the  cost  of  the  original  property  as  put  into  public 
service,  together  with  subsequent  additions  or  retirements,  as 
follows:  First,  the  cost  of  the  existing  units  of  public  utility  oper- 
ating property  to  those  who  devoted  them  to  the  public  service,  and 
second,  the  amounts  paid  in  cash  or  its  equivalent  by  the  present 
investors,  for  the  entire  properties  of  the  utility,  ])oth  operating  and 
non-operating." 

In  determining  the  cost  of  the  property  as  of  the  time  it  was  put  in 
service,  the  Commission  says: 

"All  expenditures  which  seemed  to  be  abnormal  in  nature  or  which 
related  to  other  than  physical  property,  were  excluded  from  the 
computation,  such  as  increased  book  value  recorded  in  transfer  of 
property,  the  cost  of  financing  and  discounts  on  stocks  and  securities. 
Merely  such  sums  are  included  as  under  present  approved  accounting 
■systems  prescribed  by  law  would  stand  as  charges  against  the  fixed 
plant  account;  current  operating  assets,  including  material  and 
supplies,  working  capital,  etc.,  are  therefore  excluded  by  definition 
from  this  estimate. 

"Because  of  the  variation  in  methods  in  which  engineering,  interest 
during  construction,  and  similar  overhead  charges  were  treated  in 
the  accounts  of  the  several  constituent  companies,  it  was  deemed 
better  in  the  interest  of  approximate  accuracy,  to  eliminate  all  items 
of  such  character  which  appeared  in  the  cost  calculation.  In  lieu 
thereof,  an  estimated  amount  (14%  of  the  construction  cost)  was 
added  to  cover  overhead  construction  costs." 

In  bringing  into  the  record  the  cost  of  properties  to  the  present  investors 
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a  statement  is  given  of  the  cost  of  the  various  properties  as  they  were 
acquired  by  the  l^ankers  and  it  is  pointed  out  that  the  properties  when 
acquired  were  going  utilities,  with  considerable  attached  business. 
Therefore  it  is  pointed  out  that  the  prices  found  as  paid  reflected 
development  of  the  respective  businesses  up  to  the  stage  attained  by 
each  company  at  the  time  of  acquisition,  and  unexpired  franchise 
values. 

311.2— Reproduction  Cost  New. 

"Another  element  to  be  taken  into  consideration  is  the  'present  as 
compared  with  the  original  cost  of  construction',  or,  as  it  is  commonly 
termed,  the  reproduction  cost  of  the  property.  By  that  term,  as  it 
is  understood  in  these  findings,  we  mean  the  amount  of  cash  or  its 
equivalent  necessary  to  acquire  the  real  estate  of  the  respondent, 
not,  however,  exceeding  the  fair  value  of  similar  nearby  real  estate, 
and  of  reproducing  the  other  physical  property  of  the  respondent 
in  the  condition  in  which  such  physical  property  was  when  first  put 
into  public  service." 

In  estimating  the  amount  of  accrued  depreciation,  the  Commission  says : 

"The  depreciation  which  has  been  deducted  is  that  which  the  Com- 
mission finds  exists,  in  point  of  fact;  and  in  the  determination  of  such 
fact,  in  each  case  the  actual  physical  condition  of  the  unit,  its  present 
service  condition,  its  probable  expectancy  of  future  life,  and  type  as 
to  adequacy  for  furnishing  service  economically,  and  the  salvage 
which  may  be  expected  therefrom,  have  been  considered.  Where 
the  record  permitted,  all  of  such  items  were  considered  and  given  such 
weight  as  seemed  proper;  where  the  record  was  silent  as  to  some  of 
such  matters,  the  remainder  were  considered." 

The  original  study  of  depreciation  of  the  properties  was  made  in  1912. 
Since  that  time,  there  have  been  large  additions  of  property,  entirely 
new,  while  there  have  been  constant  replacements  and  renewals  of 
portions  of  the  system. 

The  Commission  says: 

"The  older  portion  of  the  system  was  so  well  seasoned  and  balanced 
by  age  that  reasonably  it  could  be  expected  that  the  condition  per 
cent  obtaining  as  of  December  31,  1912,  would  be  maintained  by 
replacements  offsetting  further  accruing  depreciation  of  particular 
parts,  and  that  as  to  the  older  depreciable  portions  of  the  plant,  the 
condition  per  cent  might  be  taken  as  fairly  constant.  A  similar 
constancy  in  prices  over  the  period  under  discussion,  is  apparent." 

312.2^Leases. 

Certain  terminal  lands  used  by  the  Company  are  held  under  a  lease 
which  expires  in  1932. 

"It  is  contended  by  the  company  that  it  should  be  allowed  a  return 
upon  the  fair  value  of  the  leasehold,  determined  by  a  capitalization  of 
the  profits.  It  is  to  be  borne  in  mind  that  the  purpose  of  this 
appraisal  is  a  valuation  of  the  property  as  a  whole — or  rather  an 
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ascertainment  of  the  value  of  the  property  devoted  to  the  particular 
classes  of  service — and  is  not  a  valuation  of  component  parts,  except 
as  a  study  of  component  parts  may  be  necessary  to  accomplish  the 
major  purposes  of  the  investigation.  The  rental  paid  by  the  company 
is  properly  chargeable  to  the  income  account  of  the  utility,  and  is  in 
fact  so  treated  in  the  company's  accounts.  Such  benefits  as  may 
accrue  from  the  ownership  of  the  lease  are,  in  the  opinion  of  the 
Commission  counterbalanced  by  the  fact  that  the  utility  does  not 
have  title  to  an  integral  and  necessary  part  of  its  system;  that  upon 
the  expiration  of  the  lease  the  respondent  will  be  compelled,  to 
acquire  the  property,  by  purchase,  condemnation  or  new  lease,  upon 
the  then  value  of  the  property;  that  if  the  future  may  be  judged 
by  the  past,  increase  in  land  values  promises  to  be  so  enormous  that 
prudence  and  business  judgment  would  have  dictated  the  acciuisition 
of  the  full  title  to  this  property  at  a  time  when  values  were  low 
rather  than  to  wait  until  they  had  increased  so  enormously  that  an 
undue  burden  would  be  cast  upon  the  owners.  In  other  words,  if  the 
particular  leasehold  has  a  positive  value  to  be  ascertained  by  capital- 
izing the  present  saving  in  rental,  the  lease  also  constitutes  a  menace 
to  the  system  as  a  whole  and  must  be  regarded  as  impairing  the 
values  of  the  remaining  portions  of  the  utility's  plant  until  it  is 
definitely  settled  that  the  utility  will  be  permitted  to  remain  in 
possession  of  this  piece  of  property,  without  which  the  interurban 
system  would  be  useless,  at  a  reasonable  figure.  When  additional 
capital  is  invested  by  the  utility  in  this  behalf  it  can,  of  course,  be 
taken  into  account.     .     .     . 

"The  rental  paid  for  the  use  of  such  leased  land  is,  however,  included 
in  the  income  statement  otherwise  set  out  in  these  findings." 

314.2—  Organization. 

The  summary  tabulation  of  the  value  of    the  company's  properties 
shows  an  allowance  for  ''organization." 

314 — Overhead  Costs. 

"An  estimate  has  been  made  of  the  construction  expenditures  due  to 
engineering  and  superintendence,  law  expenses,  injuries  and  damages 
during  construction,  taxes  during  construction,  miscellaneous  con- 
struction expenditures,  with  proper  consideration  of  contingencies 
and  inventory  omissions. 

"Inspection  of  these  items  of  expenditure  shows  that  they  fall  under 
two  classes:  (1)  expenditures  which  can  be  said  to  relate  clearly  to 
particular  classes  of  physical  property,  as  carried  in  the  various 
primary  accounts;  and  (2)  expenditures  which  do  not  appear  to 
relate  to  particular  classes  of  physical  property,  but  are  more  directly 
applicable  to  the  system  as  a  whole.  The  estimated  reconstruction 
expenditures  for  the  first  class  have  been  distributed  among  the 
various  primary  and  sub-accounts  to  which  they  relate,  in  a  ratable 
proportion  and  are  included  in  the  totals;  the  remaining  overhead 
items  have  been  carried  under  the  proper  general  accounts." 
(Continued  in  next  week's  issue  of  Rate  Research.) 
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CALIFORNIA 

300 — Investment  and  Return. 

Mount  Whitney  Pow^r  and  Electric  Company  and  the  San  Joaquin 
Light  and  Power  Corporation  Rate  Cases.  Decisions  of  the  Cali- 
fornia Railroad  Commission,  Fixing  Rates.  April  6,  1916.  (Con- 
tinued from  9  Rate  Research  183.) 

The  rates  prescribed  by  the  Commission  and  the  discussion  of  rate 
practices  of  the  companies  were  reported  in  last  week's  issue  of  Rate 
Research.  The  Commission's  holdings  on  questions  of  valuation 
and  rate  of  return  are  abstracted  in  the  following. 

310— Valuation. 

In  the  San  Joaquin  and  Mount  Whitney  cases,  evidence  was  sub- 
mitted and  checked  by  the  Commission's  staff  to  show  the  original 
cost  of  the  property  by  the  historical  method,  the  cost  of  reproduction 
new,  and  the  cost  of  reproduction  new  less  depreciation.  The  final 
value  used  for  rate  making  purposes  in  the  San  Joacjuin  case  is 
$10,054,540,  which  includes  the  following  items  under  intangible 
capital;  organization,  $32,399;  electric  franchise,  $4,762;  other 
intangibles,  $48,910,  making  a  total  for  intangibles  of  $86,071.  The 
total  value  also  includes  $328,624  for  materials  and  supplies,  $133,500 
for  working  capital  and  $175,300  for  construction  capital. 

In  the  Mount  Whitney  case,  the  final  value  is  placed  at  $4,886,197, 
which  includes  the  following  as  intangible  capital:  Organization, 
$51,127;  franchise,  $1,628;  other  intangibles,  $7,924;  or  a  total  of 
$60,679.  The  total  value  also  includes  $78,540  for  material  and  sup- 
phes,  $58,333  for  working  capital,  and  $410,221  for  construction  capital. 

315.1— Going  Value. 

The  Commission  finds  that  in  the  case  of  both  the  San  Joaquin  Com- 
pany and  Mount  Whitney  Company  the  earnings  have  been  sufficient 
to  repay  the  entire  cost  of  developing  the  business.  No  separate 
allowance  for  going  value  is  fixed  in  either  case.  The  position  of  the 
Commission  is  shown  in  the  following  quotation  from  the  San  Joaquin 
case. 

''This  situation  squarely  raises  the  question  whether,  when  the 
earnings  of  later  years  have  entirely  wiped  out  the  deficits  of  earlier 
years,  the  utility  may  claim,  in  a  rate  case,  any  allowance  for  going 
concern  value  to  be  added  to  the  allowances  properly  to  be  made 
for  its  tangible  properties. 

"If  consideration  is  given  primarily  to  the  actual  investment  in  the 
property  as  the  basis  on  which  a  rate  of  return  is  calculated,  there  is 
of  course,  no  ground  whatsoever  for  any  allowance  in  such  a  case, 
for  the  reason  that  the  utility  has  earned  a  return  on  every  dollar 
invested,  and  has  wiped  out  every  dollar  of  deficit.  On  the  other 
hand,  if  consideration  is  given  primarily  to  the  reproduction  cost 
new  theory,  this  would  appear  to  be  another  case  in  which  this 
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theory  produces  results  most  unfair  and  unjust  to  the  public.  If 
the  rate  payers  have  paid  to  the  utility  a  revenue  sufficient  to  wipe 
out  all  the  deficits  incurred  during  the  early  years  of  operation,  in 
addition  to  a  return  of  8  per  cent  on  all  accumulated  deficits  as 
well  as  on  the  money  actually  invested,  what  reason  is  there  in  logic 
or  in  equity  why  the  utility  should  demand  a  return  in  excess  of  the 
amount  properly  allowable  for  its  tangible  properties?  If  the 
utilities  are  successful  in  such  claims,  they  will  compel  the  rate 
payer  to  pay  twice  under  the  same  head,  first  to  wipe  out  the  deficit 
of  the  early  years  and  then  to  continue  paying  a  return  on  the 
amounts  represented  by  such  deficits  before  they  were  wiped  out. 
This  would  be  a  heavy  price  to  pay  to  vindicate  the  reproduction 
cost  new  theory. 

"In  view  of  the  fact  that  the  rate  payers  have  already  paid  to  San 
Joaquin  Corporation  and  its  predecessors  revenues  sufficient  to 
pay  all  operating  expenses,  an  adequate  depreciation  fund  and  an 
8  per  cent  return  on  the  investment  and  on  all  accumulated  deficits, 
in  addition  to  wiping  out  entirely  all  deficits,  no  allowance  will  be 
made  herein  for  going  concern  value  in  addition  to  the  fair  value 
of  the  corporation's  tangible  property.  The  tangible  property, 
however,  is  being  valued  as  property  in  successful  operation  by  a 
going  and  successful  utility. 

"It  must  not  be  understood  from  this  decision  that  where  a  utility's 
deficits  have  not  been  wiped  out,  the  amount  of  such  deficits  must 
necessarily  be  added  as  'going  value'  or  otherwise  to  the  amount 
reasonably  allowable  for  the  tangible  property.  Otherwise,  the 
most  poorly  operated  property  might  be  the  most  valuable  in  a 
rate  case.  All  such  cases  will  be  disposed  of  on  their  respective 
facts  as  they  arise." 

315.4^Franchise  Value. 

No  allowance  for  intangible  value  of  the  franchise  is  made  in  either 
case.     The  following  is  a  statement  from  the  Mount  Whitney  case: 

"I  have  always  been  of  the  opinion  that  in  such  a  case,  in  which  pub- 
lic utility  rates  are  being  established,  no  allowance  can  properly 
be  made  for  franchises  in  excess  of  the  amount  paid  to  the  public 
authority  which  granted  the  franchise,  together  with  the  incidental 
advertising  and  similar  expenses.  I  have  never  been  able  to  under- 
stand how  it  can  be  urged,  with  any  degree  of  justice,  that  when 
the  public  has  granted  a  franchise  to  a  public  utility  for  the  purpose 
of  rendering  service  to  the  public,  the  utility  should  have  the  right 
to  immediately  turn  around  and  capitalize  the  public's  generosity. 
It  must  be  remembered  that  all  franchises  granted  to  public  utilities 
are  granted  subject  to  the  right  of  the  public  to  insist  that  the 
pubfic  shall  be  served  at  rates  which  are  just  and  reasonable.  What 
there  is,  either  in  justice  or  reason,  which  should  authorize  a  utility 
to  capitalize  against  the  public  the  very  means  which  the  pubfic  has 
granted  so  that  it  may  be  justly  and  reasonably  served,  I  have  never 
been  able  to  understand.     I  desire,  furthermore,  to  suggest  that 
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if  the  utilities  should  ultimately  be  successful  in  establishing  the 
right  to  capitalize  these  franchises  against  the  public,  the  public 
will  promptly  cease  granting  franchises  to  public  utilities  and  will 
itself  own  and  operate  its  own  utilities.  What  value  can  be  assigned 
in  a  rate  case  to  a  franchise  granted  to  a  public  utility  when  the 
public  can,  without  the  expenditure  of  a  single  dollar  for  this  item, 
itself  supply  the  service  rendered  by  the  utility?" 

The  Commission  made  an  allowance  for  all  moneys  paid  to  counties 
and  municipalities  for  the  franchises  held  by  the  company  "(exclusive 
of  any  tax  or  annual  charge),  together  with  all  advertising  and  other 
incidental  expense  in  connection  therewith." 

319.1— Water  Power  Rights. 

The  Company  in  each  case  submitted  estimates  of  the  value  of  water 
power  rights  based  on  the  cost  of  generation  by  steam.  The  Commis- 
sion points  out  that  such  estimates  vary  with  the  fuel  market,  and  says : 

"Stability  of  rate  regulation  under  such  conditions  would  of  course 
be  impossible." 

Into  such  an  estimate  would  also  enter  the  question  of  the  extent  to 
which  the  public  has  the  right  to  share  with  the  utility  the  benefits  of 
low  cost  of  operation  by  water  power.  The  Comm^ission  concludes 
to  allow,  in  each  case,  nothing  for  water  rights  values  in  excess  of 
what  has  been  paid  for  them. 

340 — Rate  of  Return. 

The  Commission  allows  a  return  of  8  per  cent  in  both  cases,  which  is 
considered  as  being  made  up  of  6  per  cent  for  interest  and  2  per  cent 
for  profit. 

366 — Depreciation  Funds. 

The  Commission  allowed  for  a  depreciation  annuity  computed  on  the 
6  per  cent  sinking  fund  basis.  It  is  pointed  out  in  the  San  Joaquin 
case  that  the  depreciation  reserve  is  regularly  invested  in  plant,  on 
which  investment  a  return  of  8  per  cent  is  allowed. 

MISSOURI 

240 — Commission  Procedure. 

Deane  et  al.  v.  Atchison,  Topeka  and  Santa  Fe  Railway  Company, 
Complaint  Regarding  Rules  and  Regulations  Pertaining  to  the  Handling 
of  Baggage.  Decision  of  the  INIissouri  Public  Service  Commission, 
Approving  Certain  Rules.     January  17,  1916. 

In  this  case,  the  Commission  states  that  the  interests  of  the  public  as 
well  as  of  the  parties  in  interest  must  be  fully  considered  in  a  case 
before  a  commission. 

"Unlike  the  decision  of  a  court,  which  ordinarily  is  conclusive  of  the 
rights  of  the  interested  parties,  a  report  and  order  of  the  Commission 
prescribing  rates,  regulations  or  practices  for  the  future  must  affect 
many  who  are  not  directly  represented  before  it,  .      .      ." 
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REFERENCES 

RATES 

600— Rate  Differentials. 

''Low  Hates  to  Large  Lasers",  by  Maurice  R.  Scharff.  Stone  and 
Webster  Journal.     June,  1916.     p.  481.     4  pages. 

The  writer  states  that  low  rates  to  large  consumers  of  electricity  cannot  be  held 
to  be  discriminatory  unless  it  can  be  shown  either  that  the  charge  is  ecjual  to  or 
less  than  the  cost  of  the  most  economical  competitive  source  of  power  to  such 
consumers;  or  that  it  is  equal  to  or  less  than  the  "out-of-pocket"  cost  per  kilowatt 
hour.  Low  rates  to  large  consumers  are  justified  by  competition.  An  electric 
power  company,  although  it  may  have  a  monopoly  of  distributing  electricity  to 
the  public  in  its  territory,  is  nevertheless  in  comj^etition  with  isolated  electric 
plants,  and  power  installations  of  other  kinds  whenever  it  deals  with  a  customer 
the  size  and  character  of  whose  power  requirem.ents  make  an  independent  power 
plant  an  economic  possibility.  However,  the  writer  states,  no  such  business  should 
be  taken  on  at  a  rate  lower  than  is  necessary  to  secure  it.  Furthermore,  the  low 
competitive  rates  cannot  be  carried  below  a  certain  limiting  point  without  actually 
increasing,  instead  of  decreasing,  the  cost  of  service  to  other  consumers,  as  com- 
pared with  the  cost  if  the  large  consumer  were  lost.  In  other  words  the  rate  must 
at  least  cover  the  costs  that  vary  closely  with  consumption,  which  the  writer  has 
called  the  "out-of-pocket"'  cost  per  kilowatt-hour. 

614 — Heating  and  Cooking. 

Domestic  Water  Heating  By  Electricity  Versus  Gas,  by  R.  L.Webb. 
Electrical  World,  June  24,  1916.     p.  1464. 

It  is  shown  that  water  heating  can  be  made  a  very  desirable  supplement  to  the 
electric  range  load,  even  when  assumed  at  a  very  low  rate.  A  study  was  made  to 
find  out  the  exact  cost  of  heating  water  by  gas  as  compared  with  electricity, 
taking  into  account  the  efficiency  of  different  types  of  heaters.  Electrical  energy 
at  1.3  cents  per  kilowatt-hour  was  found  to  be  comparable  with  dollar  gas.  A 
combination  range  and  water-heater  service  was  found  to  justify  low  rates  to 
encourage  the  use  for  water-heating.  Bj^  means  of  a  dou])le  throw  switch,  the 
water  heating  can  be  done  when  the  range  is  not  in  use.  In  this  way  no  increase 
in  the  customer's  demand  is  made  and  the  water  heating  can  be  done  at  a  low  rate 
with  profit  to  the  company. 


PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Financial  Problems  of  Electric  Railways,  ])y  L.  R.  Nash.  A 
Lecture  to  Students  in  the  Course  on  Financial  Management  of  Public 
Utilities,  Graduate  School  of  Business  Administration,  Harvard  Univer- 
sity, April  2.5,  1916.  Stone  and  Webster  Journal,  June,  1916,  p.  441. 
16  pages. 

The  article  presents  an  analysis  and  discussion  of  some  of  the  more  important 
elements  entering  into  the  present  electric  railway  problem.  The  conditions 
as  to  earnings  and  operating  expenses,  operating  ratios,  taxes,  investment,  cost 
of  money  and  public  regulation  are  reviewed  in  showing  the  changes  exTjerienced 
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in  about  the  last  ten  years.     Some  of  the  effects  of  regulation   upon    operation 
and  financing  of  public  utilities  are  referred  to,  and  the  writer  says: 

"While  comparatively  few  electric  railway  rates  have  been  reduced,  service 
standards  have  been  freely  raised  and  definite  limits  placed  upon  the  return 
permitted  to  investors.  This  has  had  a  tendency  in  some  cases  to  destroy 
incentive  and  to  divert  capital  to  other  less  restricted  fields.  To  the  extent  that 
liberal  returns  are  permitted  by  regulative  bodies  and  such  returns  are  not 
curtailed  by  eiiforced  service  refinements,  regulation  is  not  opposed  by  electric 
railway  interests.  Liberality  in  rate  of  return  and  reasonableness  in  service 
recjuirements  have  not,  however,  always  been  practiced  by  regulatory  com- 
missions. In  certain  cases  they  have  fixed  combinations  of  excessively  low 
valuations  and  low  rates  of  return  so  that  without  doubt  new  investments 
under  the  jurisdiction  of  such  commissions  have  been  discouraged.  It  is  to  be 
hoped  and  perhaps  expected  that  as  regulative  procedure  becomes  better 
established  and  its  limitations  better  imderstood,  more  consistent  and  liberal 
treatment  will  be  accorded  to  investors." 


MUNICIPALITIES 

840 — ^Municipal  Ownership. 

Municipal  Plant  Objects  to  Competition.  Editorial  Electrical 
Review  and  Western  Electrician.     June  24,  1916.     p.  1139. 

The  editorial  points  out  an  interesting  circumstance  connected  with  the  municipal 
electric  utility  of  Terrell,  Texas.  The  municipal  utility  and  a  private  utility 
have  been  competing  for  electric  business  in  Terrell  for  several  years,  to  the 
general  detriment  of  the  service.  The  private  plant  recenth'  made  arrangements 
with  the  Texas  Power  and  Light  Company  for  the  building  of  a  transmission  line 
to  Forney  and  Terrell  for  the  purpose  of  supplying  electricity  in  wholesale  quantity 
to  the  private  plant.  The  municipality,  fearing  that  the  improved  service  which 
will  be  thus  obtained  by  the  private  company  will  give  the  private  plant  an  advan- 
tage, and  fearing  also  that  the  private  plant  may  establish  a  reduced  rate  for 
service,  has  started  court  proceedings  to  prevent  the  transmission  line  from  being 
built.  The  municipal  utility,  provided  supposedly  to  obtain  the  maximuin 
benefit  for  the  city,  attempts  to  stand  in  the  way  of  the  arrangement  which  would 
secure  greater  service  and  lower  rates  to  the  public. 


GENERAL 

143 — Co-operation. 

Interconnecting  Power  Systems  in  England.  Editorial.  Electrical 
Reiiew  and  Western  Electrician.     June 24,  1916,     p.     1140. 

The  editorial  calls  attention  to  the  work  being  done  under  the  auspices  of  the 
Municipal  Electrical  Association  of  Lancashire  and  Cheshire  in  preparing  the 
way  for  connecting  up  the  principal  supply  stations  in  the  two  counties.  The 
work  of  this  committee  is  in  accord  with  the  advice  given  by  the  Board  of  Trade 
to  British  electric  supph^  authorities,  urging  them  to  intercomiect  their  respect- 
ive systems  wherever  this  can  be  done  with  convenience  and  with  a  view  to  national 
economy  and  efficiency.  In  the  London  district  a  number  of  interconnection 
schemes  have  alreadj'^,  during  the  war,  been  carried  into  effect.  Municipal  and 
company  undertakings  in  several  places  have  working  agreements  covering  such 
matters  as  mutual  assistance  for  emergency  demand,  standby  plant  provision, 
and  so  forth,  all  of  which  is  already  making  both  for  efficiency  and  economy. 
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782.5 — Lamp  Efficiency. 

Life  Testing  of  Incandescent  Lamps  at  the  Bureau  of  Standards. 
Scientific  Papers  of  the  Bureau  of  Standards  No.  265.  Issued  March 
16,  1916.     Pamphlet  25  pages. 

The  method  employed  by  the  Bureau  of  Standards  in  the  inspection  and  life  testing 
of  incandescent  lamps  for  the  Federal  Government  is  outlined  and  a  description  of 
the  power  plant,  the  life  racks,  and  the  photometer  is  given.  Particular  attention 
is  directed  to  the  special  equipment  of  the  photometer.  This  includes  a  watts- 
per-candle  computer  and  a  recording  device  by  which  observed  values  of  candle- 
power,  watts,  watts  per  candle,  and  actual  life  are  recorded  on  a  separate  card  for 
each  lamp.  These  records  are  made  in  such  a  way  that  life  at  forced  efficiency  is 
corrected  to  life  at  normal  without  computation  or  reference  to  tables  of  factors. 
The  procedure  in  actual  measurement  and  testing  is  described  with  considerable 
detail. 

Inspections  and  tests  are  made  primarily  for  departments  of  the  government. 
Outside  tests  are  accepted  only  "when  special  circumstances  make  the  test  of  more 
than  usual  importance,"  and  a  specified  fee  is  charged  for  work  of  this  kind.  The 
results  of  the  life  testing  of  lamps  have  not  only  benefited  the  Government  and 
other  purchasers  of  lamps  but  have  undoul^tedly  guided  the  manufacturers  in  their 
improvements  of  efficiency  ratings,  notably  in  the  tungsten  lamp. 

900— GeneraL 

Power  Generation  for  Electric  Railways,  by  Henry  G.  Stott. 
Aera,  June  1916,  p.  1215  and  Electric  Railway  Journal,  June  24,  1916. 
p.  1170. 

In  discussing  the  furnishing  of  power  for  electric  railways,  the  author  considers 
the  relative  merits  of  small,  distributed  power  plants  and  large  central  plants, 
and  of  purchased  as  compared  with  power  generated  by  users. 


COURT  DECISION  REFERENCES 


224.5 — Rates  Fixed  by  Contract. 

Randall  Gas  Co.  v.  Star  Glass  Company.  Decision  of  the  Supreme 
Court  of  Appeals  of  West  Virginia,  April  25,  1916,  88  South- 
eastern 840. 

The  gas  company,  by  a  contract  entered  into  in  1905,  agreed  to  furnish  the  defend- 
ant company  natural  gas  service  at  rates  specified  for  a  period  of  ten  years.  During 
1914,  the  gas  company  applied  to  the  Public  Service  Commission  for  authority  to 
change  its  rates.  Notice  of  the  application  was  published  in  one  or  more  news- 
papers in  the  count}^  for  four  successive  weeks,  and  the  application  was  granted  by 
the  Commission  without  objection  on  the  part  of  any  of  the  company's  patrons. 
The  action  before  the  Court  is  for  the  purpose  of  recovery  by  the  gas  company  of 
the  difference  between  the  charge  for  gas  furnished  the  defendant  at  the  rate 
prescribed  by  the  contract  and  the  charge  for  the  service  at  the  higher  rate  pre- 
scribed by  the  Commission.  The  question  is  raised  as  to  the  power  of  the  Com- 
mission to  increase  contract  rates,  and  as  to  whether  or  not  the  defendant  was 
given  proper  notice  of  the  change  in  his  rates. 

The  application  of  the  principles  in  L.  and  N.  Ry.  Co.  v.  Mottley,  219  U.  S.  467, 
31  Sup.  Ct.  265,  55  L.  Ed.  297,  34  L.  R.  A.  (N.  S.)  671,  and  City  of  Benwoodv. 
Public  Service  Commission,  83  S.  E.  295,  L.  R.  A.  1915C,  261,  is  denied  and  it  is 
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urged  that  the  legislature  has  no  power  to  regulate  rates  "against  the  interests 
of  the  people  and  in  favor  of  a  corporation." 

The  Court  says: 

"That  the  Public  Service  Commission  may  raise,  as  well  as  lower,  rates  in  the 
exercise  of  its  power  of  regulation  and  restriction,  has  been  ex]3ressly  decided 
in  the  case  last  above  mentioned;  and  the  principles  enunciated  in  the  class  of 
cases  to  which  the  two  just  referred  to  belong,  fully  sustain  the  jurisdiction  and 
power  of  the  Public  Service  Commission  over  rates  of  the  character  of  the  one 
here  involved,  if  the  plaintiff  is  a  public  service  corporation." 

The  court  says  further  that  process  in  the  form  of  notice  to  a  corporation  to  be 
affected  by  a  contemplated  or  intended  order  of  the  Commission  in  exercise  of  its 
power  to  regulate  rates,  is  neither  contemplated,  nor  provided  for,  by  the  act, 
nor  is  it  essential  to  the  validity  of  such  order. 

"The  omission  of  the  requirement  of  notice  assimilates  the  procedure  of  the 
Commission  to  that  characterizing  legislative  action,  and  it  is  justified  and 
sustained  by  those  reasons  of  public  policy  upon  which  notice  is  dispensed 
with  in  legislation.  This  does  not  leave  the  public  service  corporations  or 
their  patrons  at  the  mercy  of  the  Public  Service  Commission,  for  it  is  not 
authorized  to  put  its  orders  into  effect  by  any  process  of  its  own.  In  cases 
of  disobedience  or  disregard  thereof,  the  Commission  must  apply  to  the  courts 
for  process  to  compel  observance  of  its  orders.  Moreover,  any  person  aggrieved 
by  such  an  order  may  apply  to  the  courts  for  relief  therefrom.  United  Fuel 
Gas  Co.  V.  Public  Service  Commission,  73  W.  Va.  571,  80  S.  E.  931;  State  ex  rel. 
Public  Service  Commission  v.  Baltimore  &  Ohio  R.  Co.  85  S.  E.  714." 

Prior  to  the  enactment  of  the  Commission  law,  public  service  corporations  had 
power  and  authority  to  initiate  rates  and  make  alterations  in  established  rates 
without  legislative  permission  or  sanction. 

"This  right  was  not  wholly  taken  away.  On  the  contrary,  it  was  recognized 
and  merely  regulated.  Section  9  of  the  act,  recognizing  it,  requires  30  days 
notice  from  the  corporation  to  the  Commission  and  to  the  public  of  the  inten- 
tion to  make  such  changes  and  of  the  character  thereof." 

After  the  Commission  by  order  authorized  an  increase  in  rates  it  appears  that  the 
company  did  not  formally  file  the  new  rates  with  the  Com-mission  nor  publish 
them  for  the  information  of  the  puliiic. 

"Though  the  order  of  the  Commission  is  valid,  it  does  not  mandatorily  pre- 
scribe any  rate.  It  merely  permits  an  increase  thereof.  In  other  words,  it 
prescribes  maximum  rates  higher  than  those  stipulated  in  the  contract  between 
the  parties.  The  permission  thus  sought  and  obtained  may  not  have  been 
necessary  to  a  departure  by  the  corporation  from  the  contract  rate.  The  act 
of  the  Legislature  requiring  reasonableness  in  all  rates  may  have  abrogated 
the  contract  rate,  in  so  far  as  it  was  a  matter  of  contract,  by  its  own  force  and 
vigor.  Likeh^  it  did,  but,  if  not,  the  Commission  had  undoubted  power  to  do 
so,  under  the  legislative  act.  But  the  grant  of  permission  to  increase  the  rate 
did  not  amount  to  a  prescription  of  a  new  rate  by  the  Commission.     .     .     . 

"It  is  merely  'that  the  Randall  Gas  Companj',  a  corporation,  be  and  it  is  hereby 
allowed  to  put  into  effect  the  following  gas  rates.'  There  is  no  order  that  it 
do  so,  nor  any  declaration  that  it  will.  Hence  the  Order  is  not  tantamount  to 
a  filed  schedule,  nor  to  the  statutory  notice  of  a  change  of  rates.     .     .     . 

"That  function  wa^s  left  to  the  corporation  for  performance  in  conformity  with 
law.     In  other  words,  the  corporation  was  bound  to  comph'-  with  the  provisions 
of  section  9  of  the  act,  requiring  it  to  give  30  days'  notice  to  the  Commission 
and  the  public  of  the  change  in  its  rates,  with  a  plain  statement  of  the  changes 
proposed  to  be  made  and  the  time  at  which  such  changes  would  become  effec- 
tive." 
The  publisliiilg  in  the  newspapers  of  the  notice  of  application  to  the  Commission 
for  authority  to  change  rates  was  not  sufficient.     For  the  reason  of  the  companj^'s 
failure  to  give  the  required  30  days'  notice,  the  judgment  of  the  lower  court,  deny- 
ing the  plaintiff  right  to  collect  on  the  basis  of  the  higher  rate,  is  affirmed. 
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COMMISSION  DECISIONS 
OREGON 


300 — Investment  and  Return. 

Portland  Railway,  Light  and  Power  Company,  Investio;ation  of 
the  Rates  For  The  Various  Classes  of  Services  Furnished.  Preliminary 
Decision  of  the  Oregon  Public  Service  Commission,  Reportino;  the 
Findings  on  Value  of  the  Property.  May  31,  1916.  (Continued  from 
9  Rate  Research  202.) 

The  report  of  the  preliminary  decision  of  the  Oregon  Commission  in 
the  rate  investigation  of  the  Portland  Railway,  Light  and  Power 
Company  was  begun  in  the  last  number  of  Rate  Research.  As  stated 
there,  the  determination  of  rates  for  the  electric,  gas  and  railway 
services  is  left  for  subsequent  decision. 

315.1— Going  Value. 

The  Company  submitted  elaborate  and  detailed  calculation  purporting 
to  cover  the  accounts  of  the  company  and  its  allied  and  constituent 
companies  from  1887  to  the  time  of  the  appraisal,  from  which  calcu- 
lation is  derived  an  estimate  of  the  amount  by  which  the  company  failed 
to  secure  an  8  per  cent  return  on  investment  in  the  property,  together 
with  interest  thereon.  The  estimate  is  based  on  the  theory  that  a 
company  is  entitled  both  by  common  law  and  by  statute  to  a  reasonable 
return  on  the  fair  value  of  its  property.     The  Commission  says: 

"This  is  true  only  in  part.  A  public  service  corporation  is  not  entitled 
either  at  common  law  or  by  statute  to  any  return  if  a  return  can  be 
had  only  by  the  exaction  of  rates  which  are  in  and  of  themselves 
unjust,  unreasonable  or  unjustly  discriminatory.  Before  the  theory 
presented  can  be  adopted  as  economically,  legally  or  ethically  sound, 
the  following  facts  should  be  made  to  appear  in  connection  with 
the  data  submitted : 
"(a)  That  the  rates  charged  were  in  and  of  themselves  not  un- 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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reasonably  high.  If  the  rates  charged  were  unreasonably  high,  and 
were  so  maintained  by  the  voluntary  action  of  the  utility  in  question, 
the  utility  has  defeated  its  own  ends,  and  has  not  procured  for  itself 
the  maximum  gross  revenue  obtainable. 

"(b)  That  the  rates  charged  were  in  fact  fully  compensatory.  If, 
through  desire  to  meet  competition,  through  favoritism,  incom- 
petency, or  for  other  cause  the  utility  has  failed  to  charge  such  rates  as 
it  might  have  demanded,  not  in  and  of  themselves  in  excess  of  the 
value  of  the  service,  then  the  failure  to  obtain  a  return  is  a  voluntary 
act  of  the  corporation.  It  appears  from  the  record  in  the  present 
case  that  competition  did  exist  between  various  of  the  constituent 
utility  corporations,  predecessors  to  the  present  respondent,  and 
exists  at  the  present  time. 

"(c)  That  the  rates  charged,  while  in  fact  reasonable,  were  also  not 
unjustly  discriminatory  as  between  persons  and  places  or  localities. 
The  effect  of  the  imposition  of  unjustly  discriminatory  rates  must  be 
to  deprive  the  utility  of  the  fullest  benefit  flowing  from  the  operation 
of  its  plant.     The  record  is  silent  upon  this  point. 

"(d)  That  the  investments  made  and  represented  in  the  property 
account  were  incurred  with  reasonable  prudence  and  foresight. 

"(e)  That  the  properties  have  been  operated  at  all  times  with  reason- 
able skill  and  efficiency.  It  is  no  reflection  upon  the  skilful  and 
efficient  management  of  the  present  utility  that  the  history  of  some 
of  its  early  predecessors  was  such  that  several  receiverships,  extending 
over  a  series  of  years,  intervened  as  to  various  portions  of  the  utility 
properties  involved.     These  conditions  do  not  reflect  normal  costs. 

"(f)  That  the  accounts  submitted  are  full,  complete  and  accurate; 
that  they  relate  to  utility  operations  only;  and  that  all  proper  offsets 
have  been  made.  The  facts  being  peculiarly  within  the  knowledge 
of  the  utility,  which  by  law  is  charged  with  the  duty  of  co-operation 
in  the  investigation,  the  evidence  adduced  should  be  clear  and  sus- 
ceptible of  verification.  It  is  evident  that  further  corrections  are 
necessary,  the  burden  of  making  Avhich  should  be  borne  by  the 
respondent. 

"(g)  The  return  claimed  should  be  upon  the  efficiency  of  investment. 
If  money  is  had  upon  more  advantageous  terms  than  by  the  invest- 
ment of  the  whole  amount  by  the  stockholders,  as  by  the  issuance  of 
bonds  bearing  a  lesser  rate  of  return  than  that  claimed  for  the  stock- 
holder's interest,  such  fact  should  be  taken  into  consideration,  but  is 
not  reflected  in  the  claim  of  respondent. 

"(h)  The  period  covered  should  be  a  normal  period  for  development. 

"(i)  The  purpose  of  the  statement,  under  the  theory  outlined,  is  to 
ascertain  the  sacrifice  of  the  investor.  The  sacrifice  should  therefore 
be  that  of  the  present  investor,  either  directly  or  by  a  privity  in  in- 
terest, as  an  incident  to  which  the  present  investor  shall  have  com- 
pensated the  prior  owner  who  may  have  forborne  a  fair  return.  The 
amount  claimed  should  also  appear  to  have  been  sacrificed — that  is, 


9        Rate     Research  217 


not  recouped  through  donations  or  bonuses,  or  out  of  subsequent 
earnings." 

During  the  period  covered  by  the  company's  calculation,  the  prede- 
cessors of  the  present  company  had  experienced  unnecessary  and  de- 
structive competition,  undue  duplication  of  facilities  and  financial 
or  operating  conditions  resulting  in  bankruptcy  of  .several  of  the 
early  companies.     The  Commission  says: 

"We  are  much  impressed  with  the  suggestion  that  a  present  utility 
is  not  entitled  to  go  behind  its  o^vn  ownership  and  claim  that  short- 
ages of  return  of  earlier  and  distinct  entities  should  receive  equitable 
consideration  before  a  Commission.     .     .     . 

"It  is  questionable  to  what  extent  present  users  should  compensate 
the  respondent  for  losses  which  may  have  been  incurred  by  its  prede- 
cessors practically  a  generation  before,  even  if  due  to  the  progress  of 
the  art.     .     .     . 

"It  has  not  yet  been  finally  determined  whether  appreciation  in  the 
value  of  land  and  other  properties,  not  due  to  the  expenditure  of 
capital  or  effort  by  the  utility,  should  not  be  taken  as  offsetting  the 
deficit  in  returns,  although  the  New  York  rule  is  to  the  contrary. 
See  People  ex  rel.  Kings  Countv  Lighting  Co.  v.  Willcox,  210  N.  Y. 
479, 104  N.  E.  911,  51  L.  R.  A.  (N.  S.)  1,  (o  Rate  Research  19). 

"It  seems  clear  that  if  it  were  understood  by  investors  that  in  rate 
making  cases  the  state  by  the  adoption  of  such  a  theory  would 
practically  underwrite  and  guarantee  the  investment  with  cumulative 
interest  on  deferred  interest  payments,  a  much  less  rate  of  return 
than  8%  would  be  expected.  A  lessening  of  the  rate  of  return  would 
greatly  affect  the  final  claim.  During  a  portion  of  the  time  covered 
by  the  statement  the  legal  rate  of  interest  on  moneys  due  on  contract, 
where  no  rate  was  provided  was  8%  and  for  the  remainder  of  the 
period  6%. 

"It  is  further  to  be  observed  that  accumulated  deficits  do  not  in  any 
sense  constitute  a  commercial  asset  or  thing  having  a  market  value 
if  the  property  as  a  system  will  not  equal  the  value  of  the  physical 
units  considered  separately  and  as  disassociated  from  their  operation 
in  public  ser\ice." 

It  is  pointed  out  that  a  going  value  based  on  past  deficits  are  not  a 
proper  addition  to  a  reproduction  cost  new  or  reproduction  cost  new  less 
depreciation  value.  This  would  involve  a  confusion  of  the  historical 
and  reproduction  theories  of  valuation. 

"It  may  be  proper  that  past  deficits  shall  be  considered  in  the  con- 
nection with  past  investments  or  costs.  But  upon  a  reproduction 
cost  estimate,  it  is  not  reasonable  to  assume  that  the  costs  of  building 
up  the  business,  if  the  property  were  presently  to  be  reconstructed, 
would  follow  the  same  remarkable  history  of  the  present  utility  ancl 
its  predecessors,  or  that  a  present  day  public  would  have  to  be 
educated  to  the  use  of  street  cars,  for  instance,  by  being  gradually 
introduced,  first  to  horse  cars,  then,  after  a  series  of  years,  to  cable 
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cars,  and  finally  to  a  trolley  system.  No  estimate  of  the  cost  of 
reproducing  the  business  of  the  respondent  utility  either  as  a  whole 
or  as  to  particular  portions  thereof  or  classes  of  service,  has  been 
submitted." 

The  Commission  makes  no  finding  as  to  the  cost  of  developing  the 
business  of  the  company,  but  states  that  the  utility  will  be  permitted  to 
introduce  evidence  at  the  final  rate  hearing  as  to  the  "actual  cost  of 
development  or  of  reproduction"  of  the  company's  business,  and 
"such  testimony  will  be  received  for  what  it  may  be  worth." 

"There  is  no  disposition  on  the  part  of  the  Commission  to  deny  that 
the  business  of  the  respondent  is  in  fact  a  going  concern,  with  an 
established  commercial  value  on  that  account,  which  may  exceed 
the  bare  bones  of  the  plant;  but  the  showing  made  by  the  respondent 
does  not  warrant  any  finding  which  would  permit  the  Commission 
to  assign  the  weight  to  such  fact  which  its  existence  no  doubt  war- 
rants. See  People  ex  rel.  Kings  County  Lighting  Co.  v.  Willcox 
supra." 

315.4 — Franchise  Value. 

Regarding  the  \alue  of  the  Company's  franchise  the  Commission  says: 

"It  is  sufficient  to  say  that  under  the  weight  of  authority,  no  allow- 
ance for  franchise  value,  over  and  above  the  necessary  and  legitimate 
cost  of  acquisition,  if  to  be  made  in  a  rate  case,  whatever  may  be  the 
rule  in  condemnation,  public  acquisition  and  other  classes  of  cases." 

318— Working  Capital. 

"The  amount  of  working  capital  necessary  must  perforce  vary  with 
the  character  of  the  utiUty  business  performed,  market  and  labor 
conditions,  the  availability  of  current  working  assets,  the  habits  of 
the  community  with  respect  to  prepayment  of  bills,  etc.  In  the 
present  estimate  consideration  has  been  given  to  the  difference 
between  the  average  current  working  assets  and  liabilities  and 
supplies  carried  on  hand,  the  average  amount  of  monthly  operating 
expenses  and  the  amount  and  character  of  the  physical  property  of 
the  respondent  which  requires  operation  and  maintenance.     .     .     . 

"It  will  be  seen  that  the  matters  which  have  been  enumerated  take 
into  account  the  actual  cash  on  hand,  the  accounts  and  notes  receiv- 
able, the  material  and  supplies  kept  on  hand,  pre-payment  for  taxes 
and  insurance;  and  opposed  to  these  items,  consumers'  deposits, 
outstanding  tickets,  advance  collections,  notes  and  accounts  payable 
(including  the  current  payroll) ;  and  gives  general  consideration  to  the 
necessary  operating  expenses.  It  is  manifest  that  the  same 
proportion  of  money  will  not  be  necessary  in  the  case  of  the  street 
railway  and  interurban  railway  lines,  where  payments  of  fare  and 
other  transportation  charges  are  customarily  made  at  the  time 
service  is  rendered,  as  in  the  case  of  the  electric  light  and  power  and 
gas  utility  operations,  where  the  service,  being  metered,  is  customarily 
not  paid  until  some  time  after  it  is  performed." 
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319— Land. 

"In  the  estimate  of  reproduction  cost,  the  values  of  the  particular 
portions  of  the  respondent's  real  property  have  been  estimated  on  the 
basis  of  the  reasonable  market  value  of  similar  lands  in  the  locality. 
No  claim  is  made  for  multiples  for  special  costs  of  acquisition, 
severance  damao'es,  or  the  like,  and  no  estimate  has  been  made  of 
such  amounts.  Where  land  has  had  a  peculiar  adaptability  to  the 
particular  use  to  which  it  has  been  put,  that  fact  has  been  given  such 
consideration  as  circumstances  indicated  to  be  proper." 

319.1— Water  Power  Rights. 

"It  is  no  longer  open  to  dispute  in  a  rate  making  case  which  involves  the 
issue  of  confiscation,  that  consideration  should  be  given  to  the  value 
of  the  right  to  the  use  of  water,  whether  acquired  by  appropriation 
or  by  the  act  of  adjacent  riparian  owners.  San  Joaquin  &  Kings 
River  C.  &  I.  Co.  v.  Stanislaus  County,  233  U.  S.  454,  58  L.  ed.  1041, 
34  Sup.  Ct.  Rep.  652.  No  definite  rule  of  value  has  been  laid  down 
by  the  Supreme  Court;  and  in  the  default  of  a  controlling  criterion 
prescribed  by  ultimate  authority  the  Commission  is  constrained  to 
apply  the  tests  laid  down  in  Smythe  v.  Ames,  169  U.  S.  466,  which 
have  all  been  epitomized. 

"In  treating  the  water  right  separately  from  the  land  to  which  it  is 
appurtenant,  extreme  care  is,  of  course,  necessary  that  there  is  not  an 
overlapping  and  double  valuation.  In  the  present  case  the  land  and 
the  appurtenant  water  right  have  finally  been  treated  together. 

"In  the  statement  of  the  cost  to  the  present  investors  it  is  not  possible 
to  segregate  the  lump  sums  paid  for  various  properties  so  as  to  show 
the  amount  the  present  investors  had  in  contemplation  as  represent- 
ing the  value  of  the  water  rights  when  acquired  by  them  in  the  process 
of  consolidation  of  operating  units  into  the  present  utility's  system." 

In  the  reproduction  cost  estimates  it  is  pointed  out  that  a  considerable 
portion  of  the  power  owned  by  the  utility  has  been  leased  to  other 
persons  and  corporations,  to  be  used  in  the  manufacture  of  paper. 

"The  net  revenue  derived  from  such  leases  has  been  established  by 
careful  computations,  and  an  analogy  has  been  drawn  between  such 
powers  and  the  other  powers  at  the  same  point  devoted  to  the 
public  use.  The  attempt  was  made  to  ascertain  the  average  cost  of 
developing  all  power  in  the  territory  in  which  the  utility  operates 
(including  power  developed  by  the  utility  itself)  and  to  bring  such 
community  power  cost  to  a  unit  comparable  with  the  respondent's 
costs  for  developing  hydro-electric  energy.  This  saving  was  then 
capitalized.  There  is  testimony  of  record  as  to  the  prices  paid  for 
undeveloped  powers  generally  in  particular  instances  in  the  Pacific 
Northwest.  The  terms  upon  which  power  could  be  obtained  upon 
the  public  lands  of  the  United  States  in  compliance  with  the  require- 
ments of  the  Departments  of  the  Interior  and  Agriculture,  were 
analyzed.      It  has  been  possible  to  contrast  the  availability,  desir- 
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ability  and  economy  of  powers  upon  the  Clackamas  and  Sandy 
Rivers  with  those  at  Oregon  City.  A  careful  study  of  the  char- 
acteristics of  each  power,  as  to  volume  and  continuity  of  flow,  storage 
capacity,  availability  for  use  in  the  immediate  locality  and  the  like, 
must  be  made  for  intelligent  comp&,rison  and  balancing  of  values, 
and  this  study  has  been  made." 

The  values  of  water  rights  in  the  reproduction  cost  estimates  are  not 
shown  separately  but  are  included  in  the  value  of  lands. 

366— Depreciation  Funds. 

The  Commission  refers  to  its  interpretation  of  the  Public  Utilities  Act 
regarding  the  establishment  of  depreciation  funds  in  the  Hood  River  case 
(7  Rate  Research  329),  and  says: 

"The  annuity  fixed  should  be  based  upon  the  composite  life  of  the 
depreciable  portions  of  the  property  of  the  company,  including  such 
proportion  of  overhead  expense  as  would  necessarily  be  given  simul- 
taneously with  the  physical  property  to  which  it  relates.  The 
depreciation  annuity  has  not  been  computed  upon  stores  and  supplies 
on  hand,  working  capital,  nor  upon  non-depreciable  physical  property 
nor  overhead  expense.  Salvage  values  have  been  taken  into  con- 
sideration. A  4%  sinking  fund  basis  method  has  been  employed, 
with  annual  payments  and  rests  for  interest." 

411 — Apportionment. 

The  reproduction  cost  new  of  the  properties  was  apportioned  between 
(1)  utihty  and  non-utiUty  property,  (2)  the  different  classes  of  service 
furnishecl,  such  as  electric  light  and  power,  interurban  railway,  street 
railway,  and  gas,  and  (3)  localities  in  which  such  services  are  performed. 
A  similar  apportionment  of  reproduction  cost  new  less  depreciation 
was  also  made. 

531— Prompt  Payment  Discount. 

While  this  decision  does  not  take  up  the  determination  of  rates,  the 
Commission  points  out  an  objection  to  the  company's  statement  of 
gross  rates  and  prompt  payment  discount.  The  schedule  for  residence 
and  commercial  lighting  is  stated  as  follows : 

"Rate:  The  following,  plus  5  per  cent,  which  5  per  cent,  however, 
will  be  deducted  if  bill  is  paid  on  or  before  the  delinquent  date,  10 
days  from  issuance  of  bill."     (Rates  given  are  net.) 

The  Commission  objects  to  this  statement  of  the  rates,  and  says : 

"The  present  is  a  proper  case  in  which  to  require  that  the  rates  of  the 
utility  shall  be  stated  plainly  in  a  single  gross  amount,  and  the 
discounts  for  prompt  payment,  if  any,  shall  be  kept  separate  and 
distinct  from  the  base  rate." 


The  utility  is  required  to  conform  its  schedules  to  this  ruling  within  30 
davs. 
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HAWAII 

112 — Franchises. 

Definition  in  Regard  to  Classes  of  Franchise  for  Street  Rail- 
ways. Decision  of  Public  Utilities  Commission  of  Hawaii.  April 
26,  1916. 

The  Public  Utilities  Commission  of  Hawaii  has  rendered  an  opinion 
regarding  the  proper  form  of  franchise  for  street  railways.  It  is  stated 
that  probably  the  most  important  detail  of  a  franchise,  so  far  as  the 
mmiicipality  is  concerned,  is  the  length  of  term  for  which  it  runs. 
The  advantages  and  disadvantages  of  the  different  franchises,  classified 
according  to  the  length  of  term  for  which  they  are  granted,  are  clearly 
summarized  in  the  Commission's  opinion  and  the  conclusions  drawn  apply 
equally  well  to  electric  companies  or  any  other  class  of  public  utilities. 

Franchises  are  classified  as  perpetual,  limited  and  indeterminate.  The 
Commission  says: 

''The  first  of  these  forms  is  obviously  incompatible  with  modern 
ideas  of  Government.  A  franchise  to  a  street  railway  company 
is  a  gift  from  the  Government,  and  no  one  at  this  time  would  say 
that  such  a  gift  should  be  made  to  last  forever.  The  Government 
has  control  of  the  street,  and  all  public  utilities  above,  below  or  on 
the  surface  of  the  streets  should  be  under  their  jurisdiction.  Under 
the  terms  of  a  perpetual  franchise  there  is  no  way  by  which  the 
Government  may  regain  control  of  that  portion  of  the  street  occupied 
by  the  railway  except  by  condemnation  proceedings.  Thus  the 
Government  is  forced  to  pay  a  large  figure  for  what  it  gave  away. 
No  one  can  tell  what  changes  may  be  necessary  to  the  public  interest 
fifty  or  one  hundred  years  hence. 

"Many  cities  have  adopted  the  second  form,  the  limited  term  fran- 
chise. Thus  the  Government  is  guaranteed  the  return  of  the  rail- 
way privileges  at  the  end  of  a  specified  time,  but  this  form  of  fran- 
chise has  many  disadvantages  also.  Street  railways  are  in  use  in 
all  parts  of  the  world,  and  have  been  for  a  great  number  of  years, 
and  although  it  is  possible  that  at  some  time  some  other  means  of 
travel  may  be  invented  which  will  render  street  railways  unnecessary 
to  public  convenience,  it  is  impossible  for  any  one  at  the  present 
time  to  predict  a  fixed  time  at  which  such  a  condition  might  arise. 
Such  being  the  case,  it  is  fair  to  assume  that  there  will  always  be  a 
necessity  for  street  railway  service,  and  where  the  franchise  is  for  a 
limited  term,  it  is  obvious  that  the  company  holding  the  franchise 
would  be  tempted  to  decrease  the  quality  of  service,  discontinue 
maintenance  and  improvements  ancl  devote  all  their  efforts  to 
squeezing  out  the  greatest  possible  revenue  with  the  least  outlay, 
provided  they  accepted  the  terms  of  the  franchise  m  good  faith, 
believing  that  the  service  was  to  end  at  the  close  of  the  period. 
Otherwise,  this  form  of  franchise  would  tend  to  bring  up  the  street 
railway  question  at  regular  mtervals  as  a  political  issue  in  an  endeavor 
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to  secure  a  renewal  of  the  franchise.  It  is  unfair  to  expect  anyone 
to  contri])ute  capital  to  a  public  utility  corporation  which  will 
operate  for  a  limited  term  of  years  and  then  become  defunct,  and 
at  the  same  time  furnish  service  equal  to  that  which  would  be  fur- 
nished by  a  company  which  has  every  assurance  that  the  service 
would  be  perpetual,  or  that  should  the  franchise  be  withdrawn  the 
stockholders  would  receive  adequate  remuneration  for  what  they 
have  invested. 

"The  third  form  of  franchise,  known  as  the  indeterminate  franchise, 
is  the  most  modern  of  the  three,  and  was  designed  to  meet  these 
objections.  Under  this  form  the  street  railway  company  holds  its 
rights  indefinitely,  and  if  at  any  time  the  public  body  having  juris- 
diction over  it  should  decide  that  any  part  of  the  system  should  be 
discontinued  either  through  lack  of  efficient  service  or  because  of 
violation  of  any  of  the  terms  of  its  franchise,  or  the  lack  of  the 
demand  for  this  service,  then  the  franchise  may  be  revoked  and  the 
company  holding  the  franchise  is  granted  a  just  payment  by  the 
Government,  or  by  another  company  licensed  by  the  Government 
for  the  just  payment  for  the  property.  Thus  the  Government 
attains  the  right  at  any  time  to  demand  changes  of  routes,  extensions 
of  routes,  relocation,  etc.,  to  conform  to  the  needs  of  a  growing 
city,  and  on  the  other  hand  the  investors  are  enabled  to  supply  the 
capital  necessary  for  construction  and  improvement  with  a  reason- 
able amount  of  security,  through  the  knowledge  that  whatever 
expenditures  are  made  in  good  faith  for  necessary  construction 
will  be  returned  to  them,  provided  the  operation  of  the  system  is 
discontinued." 


MISSOURI 

224.5— Rates  Fixed  by  Contract. 

Hannibal  Trust  Company  et  al  v.  Southwestern  Telephone  and 
Telegraph  Company.  Complaint  to  Require  Respondent  to  Con- 
tinue Furnishing  of  Service  in  Accordance  With  Certain  Special  Con- 
tracts. Decision  of  the  Missouri  Public  Service  Commission, 
Finding  That  the  Contracts  Are  Discriminatory  and  Void,  and  Dis- 
missing the  Complaints.     January  17,   1916. 

The  contracts  in  question  were  entered  into  prior  to  the  passage  of 
the  Public  Service  Commission  Law.  Attention  is  called  to  paragraph 
4  of  section  87  of  the  Law,  which  recognizes  the  enforceability  of  all 
existing  valid  contracts  for  telephone  service.  The  Commission  is 
asked  to  require  the  Company  to  fulfill  the  provisions  of  these  special 
contracts.     The  Commission   says: 

"From  the  foregoing,  it  is  clear  that  the  proper  decision  of  these 
cases  turns  on  the  question  of  the  -validity  of  the  three  contracts 
involved  at  the  date  of  their  execution.     They  were  made  prior  to 
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the  effective  date  of  the  PubUc  Service  Commission  law,  and  there- 
fore their  vahdity  is  to  be  tested  by  the  principles  of  the  common  law. 
If  these  contracts  were  valid  and  enforceable  when  made,  the  Com- 
mission may  by  order  require  the  defendant  to  furnish  complainants 
telephone  service  thereunder.  This  for  the  reason  that  the  Public 
Service  Commission  law,  notwithstanding  it  forbids  discrimina- 
tions, provides  that  nothing  in  the  act  shall  be  construed  to  prevent 
any  telephone  corporation  from  continuing  to  furnish  the  use  of  its 
lines,  equipment  or  ser\'ice  under  any  contract  or  contracts  in  force 
at  the  date  the  law  takes  effect,  etc.  (Paragraph  4,  Section  87). 
On  the  other  hand,  if  the  contracts  were  void  when  made,  they  are 
not  protected  by  this  paragraph  since  valid  and  enforceable  contracts 
only  were  intended  so  to  be  protected.  Knott  v.  Southwestern 
Telegraph  &  Telephone  Co.,  2  Mo.  P.  S.  C.  531-552.  Moreover, 
if  so  invalid,  no  question  as  to  legislation  impairing  their  obligation 
can  arise  since  the  federal  and  state  constitutional  provisions  invoked 
by  complainants  seek  to  prevent  the  impairment  of  the  obligation 
of  valid  contracts  only.  New  Orleans  vs.  New  Orleans  Water 
Works  Co.,  142  U.  S.  79,  88." 

The  validity  of  the  contracts  is  examined  from  two  view  points,  first 
whether  the  contracts  are  void  at  common  law  and  contrary  to  public 
policy  prevailing  at  their  date  because  unjustly  discriminatory,  and 
second,  whether  they  are  void  because  of  facts  and  circumstances 
attending  their  making. 

The  Commission  states  that  it  has  recently  investigated  the  policy  of 
the  law  relating  to  discrimination  in  the  rates  of  public  utilities  and 
has  reached  the  conclusion  that 

".  .  .  all  unjust  discriminations  respecting  rates  and  charges 
are  in  violation  of  public  duty,  contrary  to  the  common  law  and 
against  sound  pul^lic  policy;  and  that  statutes  forbidding  discrimi- 
nations of  whatever  character  were  merely  declaratory  of  the  com- 
mon law  rule  which  is  founded  on  public  policy  and  requires  one 
engaged  in  a  public  calling  to  charge  a  reasonable  and  uniform  price 
or  rate  to  all  persons  for  the  same  service  rendered  under  the  same 
circumstances.  Knott  vs.  Southwestern  Telegraph  and  Telephone 
Company,  2  Mo.  P.  S.  C.  531,  540  to  549." 

The  contracts  here  under  consideration  afford  lower  rates  to  the 
holders  of  the  contracts  than  is  afforded  other  customers  using  the 
same  class  of  service.  They  are  found  to  be  discriminatory  under  the 
common  law  and  in  violation  of  sound  public  policy. 

On  the  second  point,  the  Commission  further  finds  that  the  contracts 
were  made  by  stockholders  and  directors  of  the  telephone  company 
which  was  taken  over  by  the  respondent  company  during  the  pendency 
of  negotiations  for  the  transfer  of  the  telephone  property.  The  con- 
tracts sought  to  secure  to  these  stockholders  and  directors  a  low  rate 
to  run  for  a  period  of  ten  years.  They  were  drawn  in  the  interest  of 
these  individuals  without  regard   to   the  interests  of  the   company. 


224  9        Rate     Researc 


The  Commission  says : 

"The  salutary  principle  has  always  obtained  in  this  state  that 
officers  and  directors  of  a  corporation  occupy  a  position  of  trust  and 
must  act  in  the  utmost  good  faith.  They  will  not  ])e  allowed  to 
deal  with  the  corporate  property  for  their  private  gain.  They  have 
no  right  to  deal  with  themselves  and  for  the  corporation  at  the  same 
time  for  their  own  personal  advantage.  Ward  v.  Davidson,  89  Mo. 
■445,  1  S.  W.  846;  Keokuk  Packet  Co.  v.  Davidson,  98  Mo.  467,  8  S. 
W.  545;  Bent  v.  Priest,  86  Mo.  475;  Manufacturer's  Savmg  Bank  v. 
Big  Muddy  Iron  Co.,  97  Mo.  38,  10  S.  W.  865;  Rose  v.  Carbonating 
Co.,  60  Mo.  App.,  28;  Kankakee  Woolen  Mill  Co.  v.  Kampe,  38 
Mo.  App.,  228.  It  would  seem  that  the  expediency  and  justice  of 
this  rule  are  too  obvious  to  require  explanation.  The  rule  is  appli- 
cable whenever  the  fiduciary  relation  exists  and  is  enforced,  whether 
the  officer  is  public,  quasi-public  or  private.  That  officers  of  corpo- 
rations are  agents  within  the  policy  of  the  rule  against  allowing  an 
agent  to  act  both  for  himself  and  his  principal  in  the  same  transac- 
tion has  been  declared  frequently.  Officers  and  agents  are  held 
by  the  courts  to  a  strict  accountability  in  their  dealings  with  or  on 
behalf  of  the  corporation." 

The  application  of  this  principle  to  the  present  case  lead  the  Commis- 
sion to  decline  to  sanction  the  continued  furnishing  of  the  telephone 
service  under  any  of  the  contracts  under  investigation.  The  complaints 
were  dismissed. 

WISCONSIN 

831— Purchase  by  Municipality. 

Falls  Light  and  Power  Company,  Proceeding  by  the  City  of  She- 
boygan Falls  to  Take  Over  the  Property  of  the  Company.  Decision 
of  the  Wisconsin  Railroad  Commission,  Fixing  the  Amount  of  Com- 
pensation To  Be  Paid  For  the  Property.     March  28,  1916. 

The  Falls  Light  and  Power  Company  is  operated  in  connection  with  a 
tannery  and  the  utility  and  the  tannery  are  under  the  same  ownership. 
The  proceeding  to  determine  the  purchase  price  for  the  taking  over  of 
the  utility  property  by  the  city  gave  rise  to  questions  growing  out  of 
the  joint  use  of  property  for  public  utility  and  private  purposes  and  re- 
lating to  severance  damages. 

The  Commission  finds  that  the  principles  laid  down  in  re  Fixing  Just 
Compensation  to  be  paid  for  the  Cashton  Light  &  Power  plant,  1908 
3  W.  R.  C.  R.  67,  and  In  Re  Purchase  of  Electric  Plant  of  Prairie  du 
Sac  Milling  and  Lighting  Company,  1914,  15  W.  R.  C.  R.  360,  are 
correct  and  should  be  followed  in  this  case. 

In  the  Cashton  case,  the  utility  property  was  operated  jointly  with  the 
property  of  a  milling  company.  The  following  is  quoted  from  that 
case  to  illustrate  the  method  of  handling  the  present  case. 

"  'Upon  the  organization  of  such  subsidiary  company,  the  milling 
company  conveyed  to  it  a  part  of  the  mill  building,  together  with  the 
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boiler,  engine  and  piping  system  and  also  the  dynamos  and  all  other 
property  used  exclusively  in  the  electric  light  business.  The  engine, 
boiler,  piping  system,  etc.,  were  never  used' exclusively  for  operating 
the  dynamos  after  the  transfer,  but  continued  to  be  used  as  well  for 
operating  the  mill  and  until  recently  the  pumping  station.  Except 
for  the  power  required  for  operating  the  mill  it  would  be  impractic- 
able to  use  the  boiler  and  engine  to  furnish  power,  for  the  lighting 
plant.  A  gasoline  engine  would  be  adecjuate  for  such  purpose  and 
would  be  indispensable  if  the  electric  light  plant  were  to  be  operated 
independent  of  the  mill,  because  otherwise  in  such  instance  the 
cost  of  operation  by  means  of  the  boiler  and  engine  would  entail  a 
loss  upon  the  plant.  Although  the  boiler  and  engine  are  actually 
used  for  the  convenience  of  the  public,  they  are  certainly  not  actually 
useful  for  such  purpose  under  the  circumstances  disclosed.  The  law 
only  imposes  upon  the  municipality  the  obligation  of  purchasing  such 
property  as  is  both  actually  used  and  actually  useful  for  the  conve- 
nience of  the  public.  We  therefore  conclude  that  the  boiler,  engine, 
piping  system,  etc.,  are  not  such  property  as  the  village  is  required 
to  take  over  in  this  proceeding.  Nevertheless  the  fact  that  the  value 
of  such  property  will  be  lessened  because  of  the  severance  and  re- 
moval of  the  lighting  system  may  be  taken  into  account  and  com- 
pensated for  in  determining  the  just  compensation  for  the  property 
actually  taken'     .... 

'Tn  the  Prairie  du  Sac  Milling  and  Lighting  case  the  Commission 
said  (page  364) : 

"  Tt  will  be  seen  from  the  foregoing  statement  of  the  reuslt  of  the 
operation  of  the  joint  enterprise  that  the  owner  will  suffer  to  some 
extent  from  the  severance  and  sale  of  the  electric  business  .... 
The  damage  will  result  from  the  fact  that  the  owner  will  have  larger 
and  more  equipment  than  is  necessary  for  the  operation  of  the  mill,' 
and  'Only  such  physical  property  as  is  used  exclusively  for  the  elec- 
tric business  will  be  required  to  be  taken  by  the  village.'  " 

In  determining  the  amount  of  the  purchase  price  to  be  paid  by  the  city 
of  Sheboygan  Falls,  the  Commission  estimates  the  value  of  the  utility 
property  actually  taken  over  and  adds  the  amount  of  damages  which 
it  is  estimated  the  owner  will  suffer  by  the  severance  of  the  properties. 

REFERENCES 
RATES 

620— Factors  Affecting  Rates. 

Electrical  Rates:    The  Load  Factor  and  the  Density  Factor,  by 

G.  P.  Watkins.     The  Quarterly  Journal  of  Economics.     May,  1916,  p. 

519.     26  pages. 

The  paper  deals  mainly  with  two  fundamental  questions  affecting  rates  of  electric 
utilities:  (1)  the  bearing  of  the  time  of  consumption  upon  the  rate,  and  (2)  the 
laroper  influence  of  quantity  taken  upon  the  rate. 
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In  discussing  load  factor,  the  writer  says  that  electricity  supply  ranks  very  high 
among  the  branches  of  industry  as  regards  the  weight  of  fixed  charges  in  total 
costs.  If  obsolescence  of  equipment  is  taken  into  account  the  comparative  im- 
portance of  the  fixed  charge  element  in  cost  becomes  relatively  still  higher.  Hence 
according  to  whether  the  plant  is  much  or  little  used,  the  fixed  charge  element  in 
cost,  which  can  never  be  unimportant  in  total  cost,  will  be  relatively  less  or  greater, 
respectively,  as  an  element  in  the  cost  per  unit  of  service.  But  the  degree  of 
economically  possible  utilization  of  the  plant  is  measured  by  the  load  factor.  If 
the  load  factor  can  be  increased  from  15  per  cent  to  30  per  cent,  the  company  can 
afford  to  take  from  the  consumer  of  a  given  amount  of  electricity  only  half  the 
contribution  to  meet  fixed  charges  it  formerly  required.  A  full  page  diagram  is 
given  showing  the  average  daily  variation  of  the  load  of  the  Commonwealth 
Edison  Company  of  Chicago  for  a  series  of  years  from  1901  to  1911,  inclusive,  in 
the  form  of  per  cent  index  curves.  The  application  of  such  a  study  of  load  factor 
to  rate  analysis  is  explained.  The  importance  of  diversity  factors  is  next 
discussed  and  it  is  shown  that  diversit}'  of  a  customer's  load  may  fully  make  up 
for  a  low  load  factor. 

It  is  pointed  out  that  in  class  rates  great  individual  differences  may  be  brought 
under  the  same  class  rate.  Some  averaging  of  conditions  is  inevitable  in  rate- 
making,  but  to  give  an  individual  consumer  the  benefit  not  of  his  own  actual  load 
factor  and  diversity  ratio,  but  merely  that  of  the  average  rank  of  the  class  with 
which  he  happens  to  be  put,  is  open  to  fmidamental  objection.  In  order  to  give 
an  effective  incentive  to  long  hour  use  and  off-peak  use,  the  humblest  contributor 
to  the  better  situation  ought,  if  practicable,  to  be  given  a  full  share  of  the  resulting 
benefit.  The  Hopkinson  tjiae  of  rate — ^but  with  the  diversitj'  ratio  emphazised 
as  much  as  the  load  factor  in  determining  "demand" — -offers  the  strongest  incen- 
tive to  diversification  and  intensification  of  use  in  a  way  to  promote  the  improve- 
ment of  the  electrical  company's  load  factor.  In  discussing  wholesale  or  quantity 
discounts,  it  is  stated  low  rates  shoukl  not  be  allowed  merely  because  a  customer 
is  a  large  user.  Classification  by  cjuantity  is  too  crude  to  fit  load-factor  condi- 
tions. It  is  density  of  consumption  that  the  central  station  needs,  not  large  con- 
sumers as  such.  In  this  comiection  the  writer  advances,  as  he  says,  an  original 
and  untried  suggestion,  and  that  is,  the  granting  of  "discounts  from  the  maximum 
rate  on  the  basis  of  kilowatt  hours  consumed  per  month  or  year  per  foot  or  block 
front,  or  according  to  some  other  convenient  and  practicable  measure  of  density. 
Such  discounts  should  not  depend  upon  whether  the  consimiers  within  a  given 
block  are  billed  separately  or  through  the  landlord;  altho,  for  reasons  of  admin- 
istrative cost,  it  could  hardly  be  expected  that  the  discounts  would  be  offered 
to  the  smallest  consumers  as  well  as  to  medium  and  large  consumers." 

In  regard  to  granting  rates  to  meet  the  competition  of  private  plants,  it  is  said: 
"There  can  be  no  objection  in  principle  to  a  differential  distribution  of  the  burden 
of  fixed  charges  in  order  that  the  central  station  compam^  may  keep  or  get  the 
business  that  would  otherwise  go  to  isolated  plants.  By  differentiation  is  meant 
the  non-uniform,  or  other  than  pro-rated,  distribution  of  fixed  charges  and  other 
joint  costs.  Within  limits,  the  policy  is  defensible  on  general  economic  grounds, 
in  relation  both  to  the  load-factor  situation  and  the  density  factor  situation  of 
the  electrical-supply  company.  But  the  electrical  companies  doubtless  need  to 
be  restrained  from  over-stepping  bounds  in  their  pursuit  of  traffic,  and  from  pass- 
ing beyond  differentiation  into  discrimination." 

620 — Factors  Affecting  Rates. 

Electric  Service  Problems  .\nd  Possibilities,  by  P.  Juxkersfeld. 
Paper  Presented  at  the  Regular  Monthly  iVIeeting  of  the  Engineers' 
Society  of  Western  Pennsylvania.  March  21,  1916.  Pamphlet,  120 
pages. 

The  object  of  this  discussion  of  the  problems  and  possibilities  in  the  rendering 
of  electric  service  is  to  afford  a  clearer  understanding  of  the  rapid  development 
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of  the  electric  industry,  and  the  difficulties  and  problems  which  a  growing  com- 
pany must  meet  and  solve.  A  part  of  the  paper  is  devoted  to  a  discussion  of 
rate  making  problems.  A  number  of  charts  antl  tabulations  are  given  which 
illustrate  clearly  and  definitely  the  facts  to  be  brought  out  and  are  made  to  take 
the  place  of  involved  technical  explanations.  A  partial  list  of  the  charts  is  given, 
which  will  indicate  the  scope  of  the  subject  covered. 

There  arc  shown  graphically  (1)  the  increase  in  maximum  output  of  the  Common- 
wealth Edison  Company  each  year  from  1888  to  1916,  also  an  estimate  of  the 
output  until  1930;  (2)  the  relative  density  of  demand  in  the  principal  divisions 
of  the  Company's  territory;  (3)  the  conservation  of  coal  (this  chart  shows  the 
kilowatt  hours  generated,  tons  of  coal  burned,  and  the  pounds  of  coal  per  kilowatt- 
hour  in  the  years  from  1901  to  1915  for  the  same  company);  (4)  a  study  of  the 
diversity  of  large  light  and  power  customers;  (5)  increased  cost  of  living  con- 
trasted with  decreased  cost  of  electricity  for  lighting;  (6)  use  of  power  by  the 
electric  railways  of  Chicago  for  the  period  from  1902  to  1916;  (7)  present  quantities 
consumed  and  future  possible  use  in  Chicago  (showing  present  use  for  homes, 
commercial  service,  railway's,  and  auto  charging,  with  possibilities  of  develop- 
ment in  each  class  of  service);  (8)  consumption  per  candle  power  of  medium-sized 
lamps  (showing  the  increased  efficiency  of  lamps);  and,  (9)  amount  of  electric 
light  that  one  dollar  would  buy  from  the  Commonwealth  Edison  Company,  years 
1886  to  1915,  expressed  in  candle  hours  (lamp  efficiency  increased  346%  and  rate 
decreased  67.5%). 

The  difference  in  the  costs  to  the  company  of  serving  different  customers, 
depending  on  difference  in  investment  required  and  the  effect  of  density  of 
customers,  is  illustrated  for  three  typical  users.  The  relative  investment  per 
customer,  made  up  of  the  costs  of  generating  station,  transmission  system,  sub- 
station, distribution  to  block  in  which  customer  is  located,  distribution  within 
the  block,  meters,  and  lamps,  is  found  to  be:  15.5%  in  distributing  electrical 
energy  untransformed  at  a  large  substation;  100%  to  render  the  same  electric 
service  to  one  of  five  residence  customers  iira  block;  and  53.4%  to  render  it  to 
one  of  50  residence  customers  in  a  block.  Relative  expenses  other  than  invest- 
ment costs  are  also  analyzed  for  different  classes  of  customers.  It  is  pointed 
out  that  even  if  it  wf^re  possible  to  fix  rates  so  that  all  customers  would  afford 
the  same  percentage  of  profit,  it  is  not  at  all  necessary  in  order  to  avoid  discrimi- 
nation. In  a  great  many  instances  it  is  necessary  in  order  to  secure  additional 
customers  that  they  be  served  at  a  lower  margin  of  profits  than  is  afforded  by 
some  existing  customers.  Everj^  customer  added  to  the  utility,  if  he  affords 
any  profit  at  all,  is  a  source  of  benefit  to  all  of  the  other  customers,  provided 
always,  however,  that  there  should  be  no  discrimination  in  rates  under  like  con- 
ditions of  service.  The  electric  railways  of  Chicago  were,  during  the  first  two 
or  three  years  served  at  practically  no  profit.  This  use  developed  and  soon 
afforded  a  profit.  It  has  made  possible  the  very  large  and  economical  power 
houses  and  transmission  systems  from  which  all  of  the  other  customers  have 
since  received  very  large  benefits,  as  demonstrated  by  the  various  reductions 
in  rates. 

GENERAL 

740 — Company  Data. 

Report  of  Public  Service  Corporations.  The  Economist,  Investors' 
Section,  June,  1916. 

In  the  Investors'  Section  of  The  Economist  for  June  (pp.  17-81),  reports  for  a 
number  of  public  service  corporations  are  given,  showing  capitalization,  history 
and  description  of  propertj',  information  as  to  franchises,  management,  balance 
sheets,  and  other  data. 
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INVESTMENT  AND  RETURN 

360— Depreciation. 

Depreciation  and  Rate  Control,  by  James  C.  Bonbright.  Quarterly 
Journal  of  Economics,  May,  1916,  p.  546.     13  pages. 

The  question  of  whether  or  not  accrued  depreciation  should  be  deducted  from 
value  of  railroads  and  public  utilities  for  rate  making  purposes  has  been  discussed 
in  a  number  of  articles  appearing  in  the  Journal.  (AUyn  A.  Yoimg,  "Deprec- 
iation and  Rate  Control,"  Quarterly  Journal  of  Economics,  August,  1914,  pp. 
630-663  (6  Rate  Research  111);  Joseph  S.  Davis  and  AUyn  A.  Young,  "Depreci- 
ation and  Rate  Control;"  "A  Criticism;"  "A  Replv;"  "A  Rejoinder:"  "Con- 
cluding Remarks;"  Ibid.,  February,  1915,  pp.  362-400  (7  Rate  Research  127) ;  and, 
John  Bauer,  "Depreciation  and  Rate  Control,  A  Question  of  Justice."  Ibid., 
May,  1915,  pp.  651-659.  The  article  by  Mr.  Bonbright  takes  up  this  discussion 
and  comments  on  the  different  phases  brought  out  by  the  previous  writers.  He 
believes  that  depreciation  should  be  deducted  from  value,  determined  on  the 
reproduction  cost  new  basis,  and  gives  little  weight  to  the  contention  that  this 
is  retroactive  regulation  in  that  investors  have  been  given  no  previous  warning 
that  depreciation  must  be  charged  off.  It  is  stated  that  when  a  depreciation 
reserve  is  set  aside  it  is  with  the  legitimate  expectation  of  earning  a  larger  return 
than  could  be  expected  without  it.  "If  now  the  government  deducts  depreciation 
only  in  those  cases  where  the  reserve  has  been  made,  it  thwarts  that  expectation. 
The  company  that  has  conserved  its  capital  in  the  past  is  not  allowed  one  cent 
more  of  profits  in  the  future  than  the  company  which  has  disbursed  part  of  its 
capital  in  dividends.  Certainly,  this,  if  anything  is  ex  post  facto  regulation." 
The  depreciation  to  be  deducted  "should  be  equivalent  to  the  capitalization  of 
the  excessive  renewal  and  replacement  charges  of  an  old  company  as  compared 
to  a  new  one."  Allowance  must  also  be  made  for  appreciation  resulting  from 
"solidification  and  adaptation."  In  this  respect  the  maintenance  charges  of  a 
new  road  are  not  less  but  greater  than  those  of  an  old  and  "seasoned"  road.  "The 
excessive  renewal  charges  of  the  old  property  are  to  that  extent  offset  by  certain 
higher  expenses  of  the  newer  one." 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Connecticut  Public  Utilities  Commission,  Fourth  Annual  Report, 
1915.     688  pages. 

The  report  shows,  by  analytical  summaries  and  statistical  tables,  the  financial 
condition  of  all  public  service  companies  as  ascertained  from  the  returns  of  such 
companies  and  examinations  bj^  the  Commission  for  the  year  ending  June  30,  1915. 
A  brief  digest,  in  tabulated  form,  of  the  Commission's  orders  and  decisions  is 
also  given. 

252 — Commission  Annual  Reports. 

New  York  Public  Service  Commission  (2  D.).  Ninth  Annual  Report, 
1915,  Vol.  I,  1114  pages. 

The  report  contains  the  usual  statistics  for  gas  and  electric  companies  and  other 
utilities  under  the  jurisdiction  of  the  Commission  for  the  year  ending  December 
31,  1915.  The  Division  of  Statistics  and  Accounts  calls  attention  to  the  need  of 
a  general  revision  of  the  accounting  classifications  for  electrical  corporations  and 
gas  corporations  because  of  the  development  of  these  industries  and  because  of 
the  new  light  thrown  on  certain  accounting  problems  by  the  Commission's 
additional  experience  since  the  first  accounting  orders  were  adopted. 

An  appendix  of  the  report  gives  a  tabulation  comparing  the  cost  of  fuel  for  steam 
power  used  in  generating  electricity  and  pounds  of  coal  used  per  kilowatt-hour 
generated,  for  the  years  ended  December  31,  1914,  1913,  1912  and  1911.  The 
figures  are  taken  from  the  reports  of  companies  having  revenues  over  $25,000 
per  annum. 
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RATES 

ST.  LOUIS,  MISSOURI 

720— Rate  Schedules. 

The  Union  Electric  Light  and  Power  Company,  St.  Louis,  Missouri, 
(Pop.  687,029).     Rates  For  Electricity,  Effective  as  of  June  10,  1916. 

The  Union  Electric  Light  and  Power  Company  has,  in  accordance  with 
its  announcement  in  August,  1915,  reduced  its  rates  when  the  number 
of  its  customers  reached  70,000.  At  the  time  the  announcement  was 
made,  the  primary  rate  for  residence  service  was  10  cents  gross.  The 
promise  was  made  that  when  the  number  of  the  customers  served 
by  the  company  reached  65,000  the  rate  would  be  reduced  to  9  cents; 
when  the  customers  reached  70,000  to  8|  cents;  and  when  75,000  to 
8  cents.  The  first  reduction  was  made  effective  as  of  December  10, 
1915,  and  the  second  reduction  was  made  effective  as  of  June  10,  1916. 

The  rates  now  in  effect  are  as  follows: 

STANDARD  RATE 

Available  for  lighting  and  for  power  service  or  for  combined  lighting  and  power 
service. 

Lighting  Service  is  defined  as:  (1)  Electric  energy  furnished  for  lamps  and 
other  appliances  utilized  for  illumination  purposes,  except  such  as  are  included 
below  under  Power;  (2)  Motors  and  appliances  other  than  lighting  equipment, 
the  aggregate  rated  capacity  of  wliich  does  not  exceed  2  kilowatts,  when  used  in 
connection  with  lighting  equipment. 

Power  Service  is  defined  as:  (1)  Electric  energy  utilized  for  motive  and  heating 
purposes  and  miscellaneous  lighting  service,  where  the  demand  arising  from  such 
miscellaneous  lighting  service  shall  not  be  in  excess  of  20%  of  the  total  simultaneous 
demand  for  lighting  and  power  service;  (2)  Electric  energy  supplied  for  stere- 
opticons,  electro-plating,  charging  storage  batteries,  moving  picture  machines, 
photographers'   arc  lamps  and  rectifiers. 

Combined  Lighting  and  Power  Service  includes  Lighting  Service  and  Power 
Service  as  specified  above,  where  such  combination  service  is  supplied  through 
the  same  meter. 

The  maximum  rate  of  charge  for  energy  consumed  during  any  one  month  shall  be 
no  greater  than  the  consumer  would  be  required  to  pay  under  the  Increment  Rate- 
Commercial   Lighting   and   Power   Service.     (See  page  233.) 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Rate 

Demand  Charge. 

$36.00  per  j'ear  for  each  kilowatt  of  demand  of  the  first  10  kilowatts. 
30.00  per  year  for  each  kilowatt  of  demand  of  the  nex^,  50  kilowatts. 
24.00  per  year  for  each  kilowatt  of  demand  of  the  next  60  kilowatts. 
18.00  per  year  for  each  kilowatt  of  demand  in  excess  of  120  kilowatts. 

Payable  in  equal  monthly  installments,  plus  an 

Energy  Charge. 

4    cents  per  kilowatt  hour  for  the  first  1000  kilowatt  hours  consumption 

during  the  month. 
3    cents  per  kilowatt  hour  for  the  next  3000  kilowatt  hours  consumption 

during  the  month. 
2    cents  per  kilowatt  hour  for  the  next  6000  kilowatt  hours  consumption 

during  the  month. 
1|  cent  per  kilowatt  hour  for  the  next  40000  kilowatt  hours  consumption 

during  the  month. 
IJ  cent  per  kilowatt  hour  for  all  energy  consumed  in  any  month  in  excess 

of  50000  kilowatt  hours. 

In  exclusive  lighting  installations  of  2  kilowatts  or  more  and  where  the 
customer  desires  to  contract  for  service  without  free  lamp  renewals,  the 
Energy  Charge  shall  be  i  cent  per  kilowatt  hour  less  than  that  provided 
above. 

For  Power  Service  and  for  Combined  Lighting  and  Power  Service,  the 
Energy  Charge  shall  be  5  cent  less  than  that  provided  above  and  no  lamp 
renewals  will  be  furnished. 

Determination  of  Demand. 

Lighting  Service. 

For  lighting  installations  of  5  kilowatts  or  less,  the  demand  shall  be  assessed 
as  100%  of  the  first  300  watts,  plus  66|%  of  the  connected  load  in  addition 
to  the  first  300  watts. 

Where  the  demand  is  assessed,  all  sockets  not  containing  lamps  shall  either 
be  removed  or  sealed  by  the  customer  or  coimted  rated  at  60  watts  for  each 
empty  socket. 

For  installations  of  over  5  kilowatts,  the  demand  shall  be  determined  by 
demand  measuring  instruments,  or  otherwise,  at  the  option  of  the  company, 
during  the  normal  peak  demand  of  the  service. 

Power  Service  or  Combined  Lighting  and  Power^Service. 

For  power  installations  of  10  horsepower  connected  or  less,  the  demand 
shall  be  assessed  as  75%  of  the  connected  load,  as  indicated  by  the  manu- 
facturer's rating;  elevator  installations  of  20  horsepower  or  under  shall  be 
assessed  at  not  less  than  75%  of  rated  horsepower.  The  company  reserves 
the  right  in  all  cases  to  establish  by  test,  capacity  of  connected  load. 

No  demand  of  less  than  333  watts  shall  apply. 

For  power  installations  of  over  10  horsepower  and  lighting  installations  of 
over  5  kilowatts  connected,  the  demand  for  any  month  shall  be  determined 
by  demand  measuring  instrument,  or  otherwise,  at  the  option  of  the  com- 
pany, for  any  15  minutes  during  the  current  month. 

The  demand  charge  for  lighting  service  of  5  kilowatts  or  less,  under  "Com- 
bined Lighting  and  Power  Service,"  shall  be  computed  as  under  Lighting 
Service  above. 

Prompt  Payment  Discount. 

5%  of  the  first  $25.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  10  days  of  date  of  bill. 
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Minimum  Charge. 

The  minimum  monthly  payment  to  be  made  by  any  customer  shall  be  the 
monthly  installment  of  the  annual  demand  charge  less  discount  as  given  above, 
but  in  no  event  shall  the  minimum  monthly  payment  be  less  than  $1.00  without 
discount. 

Lam.p  Service. 

The  foregoing  rate  includes  free  renewals  of  the  company's,  standard  incan- 
descent lamps  and  renewal  allowance  on  special  incandescent  lamps  on  return 
of  the  old  lamps  unbroken  to  the  office  of  the  company. 

Term  of  Contract. 

1  j'ear  or  more. 

RESIDENCE  SERVICE 

Rate. 

8i  cents  per  kilowatt  hour  for : 

1.  The  first  4  kilowatt  hours  consumed  per    month    for  each  of  the  first 
four  active  rooms. 

2.  The  first  2^  kilowatt  hours  consumed  per  month  for  each  active  room 
in  excess  of  four,  and 

6  cents  per  kilowatt  hour  for  additional  energy  until  a  total  of  7  kilowatt 
hours  per  active  room  per  month  shall  have  been  consumed,  and  then 

3  cents  per  kilowatt  hour  for  all  use  in  excess  of  7  kilowatt  hours  per 
active  room. 

Determination  of  Active  Rooms. 

In  determining  the  number  of  active  rooms,  all  rooms  whether  containing 
lamps  or  not,  shall  be  coimted  except  the  following:  3  bedrooms,  bathroom, 
basement,  garret,  closets,  alcove  or  den. 

Prompt  Payment  Discount. 

5%  of  the  first  $25.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  10  daj's  of  date  of  bill. 

Minimum  Charge. 

50  cents  net  per  month. 

Lamp  Service. 

The  foregoing  rate  includes  free  renewals  of  the  company's  standard  lamps. 

Term  of  Contract. 
1  year  or  more. 

INCREMENT  RATES 

COMMERCIAL  LIGHTING  AND  POWER  SERVICE. 

Low  Minimum. 
Rate. 

S|  cents  per  kilowatt  hour  for  the  first  200  kilowatt  hours  during  any  one  month. 
8  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  during  any  one  month. 
6    cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  during  any  one  month. 

4  cents  per  kilowatt  hour  for  all  over  600  kilowatt  hours  during  any  one  month. 

The  foregoing  rate  less  ^  cent  per  kilowatt  hour  shall  apply  to  all  customers 
having  installations  of  2  kilowatts  or  more,  when  utilizing  company's  service 
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for  lighting  and  power  hereunder  and  not  receiving  free  renewals  of  company's 
standard  lamps. 

When  exclusive  power  service  is  furnished  hereunder,  the  foregoing  rate  less 

5  cent  per  kilowatt  hour  shall  also  apply  to  installations  of  2  kilowatts  or  more. 

When  lighting  and  power  service  is  combined  hereunder,  the  foregoing  rate 
less  ^  cent  per  kilowatt  hour  shall  apply  to  customers  having  installations  of 

2  kilowatts  or  more. 

Prompt  Payment  Discount. 

5%  of  the  first  $25.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  10  days  of  date  of  bill. 

Minimum  Charge. 
$1.00  net  per  month. 

Lamp  Service. 

The  foregoing  rate  includes  free  renewals  of  company's  standard  lamps  and 
renewal  allowance  on  special  incandescent  lamps. 

Term  of  Contract. 

1  year. 

EXCLUSIVE  POWER  SERVICE. 

Low  Minimum. 
Rate. 

6  cents  per  kilowatt  hour  for  the  first  200  kilowatt  hours  during  any  one  month. 
5  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  during  any  one  month. 
4  cents  per  kilowatt  hour  for  the  next  200  kilowatt  hours  during  any  one  month. 

3  cents  per  kilowatt  hour  for  all  over  600  kilowatt  hours  during  any  one  month. 

Prompt  Payment  Discount. 

5%  of  the  first  $25.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  10  days  of  date  of  bill. 

Minimum  Charge. 

50  cents  per  month  per  horsepower  nominal  rated  capacity  connected,  with 
discount  as  above,  such  charge,  however,  shall  in  no  case  be  less  than  $1.00 
without  discount. 

Term  of  Contract. 

1  year  or  more. 

EXCLUSIVE  POWER  SERVICE. 

High  Minimum. 
Rate. 

A  minimum  monthly  charge  of  $50.00,  less  discount  as  provided  below,  for  the 
first  1500  kilowatt  hours  or  fraction  thereof  consumed  during  the  month. 

2  cents  per  kilowatt  hour  for  all  current  consumed  in  excess  of  1500  kilowatt 
hours  during  any  one  month. 

Prompt  Payment  Discount. 

5%  of  the  first  $25.00  of  all  monthly  bills  and 

1%  on  amounts  in  excess  of  $25.00  for  payment  within  10  days  of  date  of  bill. 

Minimum  Charge. 

The  minimum  charge  as  given  above  under  Rate. 

Term  of  Contract. 
1  year  or  more. 
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OTHER  RATES. 

The  following  additional  rates  are  provided  for:  "Water  Power  Service,"  "Venti- 
lating Service,"  "Sign  Service  to  Maintenance  Companies,"  and  "Commercial 
Arc  Street  Lighting  Service." 

The  Company's  standard  riders  provide  for:  "Temporary  Service,"  "Limited 
Off-Peak  Service,"  "Limited  Break  Dowai  Service,"  and  ".Unlimited  Break 
Down  Service." 


COMMISSION  DECISIONS 
NEW  YORK 


132 — Protection  from  Competition. 

AsHMEAD  et  al.,  Application  For  Certificate  of  Convenience  and  Neces- 
sity. Decision  of  the  New  York  Public  Service  Commission  (2  D), 
Dismissing  the  Application  Because  of  Proposed  Competition  With 
Established  Company.     May  16,  1916. 

The  Commission  in  this  decision  finds  that  the  interests  of  the  public 
will  be  best  served  if  the  street  railway  system  of  Rochester  is  pro- 
tected against  competition  of  the  proposed  auto  bus  lines,  and  the 
application  for  certificates  authorizing  the  operation  of  such  lines  is 
denied.  The  Commission  says  that  the  street  railway  company  "has 
performed  very  valuable  services  in  the  upbuilding  of  Rochester,  and 
seems  now  to  be  in  a  position  where,  with  the  help  of  the  state  instead 
of  its  hostility,  it  will  be  able  to  solve  the  Rochester  transportation 
problem  satisfactorily." 

There  is  sometimes  the  feeling  that  the  policy  of  protection  from  com- 
petition is  all  in  favor  of  the  established  utilities.  The  Commission 
in  its  opinion  shows  that  the  adoption  of  this  policy  in  the  state  of 
New  York  was  in  the  interest  of  the  pul^lic  and  that  the  results  obtained 
under  regulation  have  justified  its  adoption.     The  Commission  says: 

"Since  the  enactment  of  the  Public  Service  Commissions  law  of 
1907,  the  state  of  New  York  has  been  committed  to  a  somewhat 
different  policy,  in  respect  to  competition  between  public  utility 
companies,  from  the  one  which  was  once  in  force  here.  Previously 
it  had  not  been  deemed  wise  to  interfere,  to  any  apprecialjle  extent, 
with  the  natural  workings  of  the  competitive  system  in  the  public 
utility  field.  It  had  been  supposed  that  by  permitting  and  en- 
couraging practically  unrestricted  competition  between  privately 
o\vned  companies,  the  state  was  following  the  course  from  which 
the  largest  measure  of  good  would  accrue  to  the  public  at  large. 
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The  passage  of  the  Public  Service  Commissions  law  definitely  marked 
the  end  of  that  attitude  upon  the  part  of  our  state  authorities.  The 
new  law  vested  in  the  Public  Service  Commissions  power  to  with- 
hold certificates  of  public  convenience  and  necessity  from  persons  or 
corporations  who,  subsequent  to  the  passage  of  the  act,  might  desire 
to  enter  certain  public  utility  fields  which  were  already  occupied  by 
established  enterprises.  The  effect  of  this  was  to  make  it  impossible 
for  many  willing  competitors  to  engage  in  certain  utility  enterprises 
without  first  submitting  to  a  tribunal  representing  the  entire  state 
the  question  whether  the  effect  of  the  proposed  competition  might 
not,  iji  the  long  run,  be  detrimental  rather  than  beneficial  to  the 
public. 

"This  change  in  policy  was  not  actuated  by  any  desire  on  the  part 
of  New  York  state  to  show  favoritism  to  such  persons  or  corpora- 
tions as  happened  to  be  already  interested  in  public  utility  enter- 
prises at  the  time  of  the  passage  of  the  law.  The  far-reaching 
regulatory  powers  of  the  new  Commissions  were  expected  to  be 
effectively  used  in  compelling  existing  utility  enterprises  to  give  the 
very  best  service  possible  that  the  circumstances  of  each  case  per- 
mitted. It  was  expected  that  the  Commissions  would  insist  upon 
it  that  the  public  should  for  the  future  receive  a  very  much  better 
quality  of  service  than  many  of  these  utility  companies  had  in  the 
past  been  willing,  without  efficient  regulation,  to  accord.  The 
underlying  thought  was  that,  in  almost  every  case,  the  ultimate 
sufferer  from  unrestrained  competition  between  public  utilities  was, 
necessarily,  the  pubhc  itself.  Experience  had  demonstrated  that 
competing  companies,  operating  in  a  single  field,  were  never  likely 
to  achieve  such  secure  financial  standing  as  to  enable  them,  collec- 
tively, to  give  as  good  service  as  a  single  well-regulated  monopoly, 
which  was  kept  up  to  the  mark  by  efficient  state  regulation,  would 
be  in  a  position  to  supply.  The  safeguard,  of  course,  in  all  such  cases 
— the  justification  for  this  seeming  approval  of  the  monopolistic 
idea — lay  in  the  fact  that,  along  with  the  power  to  establish  a 
virtual  monopoly,  the  Commission  was  given  the  power  to  compel 
these  monopolies  to  serve  the  public  more  faithfully  than  had  gen- 
erally been  the  practice  before  the  passage  of  the  law. 

"Since  the  Public  Service  Commissions  law  has  been  on  the  statute 
books  the  Commissions  have  frequently  exercised  their  new  powers 
to  protect  existing  utility  companies  against  competition,  which,  if 
permitted,  would  have  been  ruinous  to  both  competitors.  They 
have  at  the  same  time  endeavored  to  exercise  their  regulatory  powers 
to  the  fullest  extent  consistent  with  the  other  duty  imposed  upon 
them — the  duty  of  permitting  private  capital  invested  in  utility 
enterprises  to  earn  a  fair  return  upon  the  investment.  On  the  whole 
it  may  be  said  that  the  results  have  justified  the  hopes  which  were 
entertained  for  this  new  attitude  on  the  part  of  the  state  toward 
competition  between  public  utilities,  and  that  the  state  has  profited 
by  its  adoption." 
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MAINE 

221.1— Issue  of  Stocks  and  Bonds. 

Eastern  Maine  Railroad,  Application  For  Authority  to  Issue  Bonds. 
Decision  of  the  jMaine  Public  Utilities  Commission,  Approving  the 
Issue.     April  11,  1916. 

The  applicant  desires  to  issue  the  securities  in  payment  of  indebted- 
ness already  incurred  and  for  further  preliminary  work  in  the  building 
of  a  railroad.  The  Commission  says: 

"It  is  not  the  policy  of  this  Commission  to  permit  an  enterprise  to 
be  financed  entirely  from  the  sale  of  bonds,  allowing  the  stock  to  be 
issued  without  definite  consideration  therefor,  as  a  bonus  with  the 
bonds  or  otherwise.  This  has  been  distinctly  stated  in  other  de- 
cisions, and  is  still  adhered  to.     .     .     . 

"The  bonds  asked  for  are  a  comparatively  small  fraction  of  what 
will  be  required  actually  to  construct  the  railroad.  They  are  in- 
tended only  to  pay  organization  and  engineering  expenses  to  date, 
to  complete  surveys,  to  acquire  right  of  way  and  terminal  sites,  and 
to  make  some  start  toward  clearing  the  right  of  way.  In  other 
words,  they  are  expected  to  enable  the  project  to  be  put  into  such 
condition  that  something  tangible  may  be  shown  financiers  to 
interest  them  in  the  construction  and  equipment  of  the  railroad. 
If  the  bonds  prayed  for  in  this  petition  are  sold,  they  may  oi'  may  not 
be  good  according  as  whether  the  railroad  is  or  is  not  actually  built 
and  equipped.  But  in  any  event,  when  the  proceeds  are  invested 
they  will  have  behind  them  just  what  they  are  expected  to  represent 
ancl  what  the  money  is  intended  to  purchase;  namely,  the  right  of 
way,  terminal  sites,  engineering  work,  etc.  To  this  extent  this 
preliminary  work  will  have  been  financed  from  the  sale  of  bonds 
alone.  But  they  will  also  have  behind  them  the  benefit  of  the  pro- 
motion work  done  and  to  be  done  up  to  that  point,  just  as  truly  as 
though  it  had  been  paid  for.  This  cannot  be  withdrawn,  and 
whatever  value  it  possesses — and  that  will  be  discussed  later — will 
constitute  an  equity,  or  margin,  for  these  bonds. 

"Therefore,  considering  the  fact  that  this  is  only  preliminary  work, 
and  not  the  real  financing  of  the  undertaking,  and  that  promotion 
work  of  a  substantial  value  has  already  been  done,  we  shall  approve 
the  issue  of  bonds  subject  to  conditions  which  should  not  be  un- 
reasonably onerous.  A  somewhat  high  rate  of  interest  will  be 
allowed  because  the  present  investment  is  distinctly  speculative, 
and  because  the  aggregate  amount  now  asked  for  is  so  small  com- 
pared with  the  amount  which  will  finally  be  required,  and  the  time 
to  run  so  short,  that  it  will  not  constitute  an  unreasonal)le  burden 
when  spread  over  the  whole.  We  shall  authorize  the  sale  at  a 
minimum  price  of  85,  although  the  petition  asks  only  for  90.  The 
investment  is  now  of  such  a  character  that  we  believe  it  may  be 
necessary  to  offer  liberal  inducements  for  its  purchase,  and  we  prefer 
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that  it  should  be  in  this  form  which  may  be  clearly  understood, 
rather  than  in  stock  as  a  bonus." 

314.1 — Promotion. 

Approval  was  also  asked  of  an  issue  of  stock  in  payment  of  promotional 
services. 

"The  promoter  is  entitled  to  just  compensation  for  his  services. 
Every  Commission  and  every  court  recognizes  this  principle.  It 
will  be  the  policy  of  this  Commission  to  recognize  it,  endeavoring 
to  keep  within  proper  bounds,  but  mindful  that  compensation  for 
services  and  compensation  for  the  employment  of  capital  must  be 
measured  by  the  risk  involved  as  truly  as  by  any  other  standard. 
Just  the  moment  any  body  charged  with  the  regulation  of  public 
utilities  loses  sight  of  this  truth,  that  moment  will  brains  and  capital 
seek  other  fields  than  the  development  of  new  industries  within  the 
jurisdiction  of  that  Commission.  We  feel  that  we  cannot  be  too 
emphatic  in  the  recognition  of  this  principle  for  the  future  good  of 
the  state." 

In  this  case,  a  man  has  devoted  much  time  and  money  over  a  period  of 
years  in  pioneer  work  toward  making  the  railroad  possible. 

"If  his  project  fails,  he  losses  all — time,  effort,  money;  if  his  project 
be  successful,  he  claims  his  reward  should  be  substantial,  and  much 
larger  than  as  though  he  had  been  at  work  all  those  years  sure  of 
some  adequate  compensation  whether  success  or  failure  resulted 
from  his  efforts.  In  other  words,  he  took  the  sole  risk  of  failure, 
and  he  should  receive  a  high  reward  when  success  comes.  This  is 
entirely  true ;  and  not  only  is  this  principle  recognized  in  the  business 
world,  but  Utilities  Commissions  in  other  states  have  recognized  it 
by  allowing  substantial  payments  for  the  services  of  the  promoters 
of  railroads.  But  we  have  been  unable  to  find  any  utility  case  in 
which  an  application  identical  with  or  similar  to  the  pending  one 
has  been  granted." 

If  the  corporation  were  a  private  enterprise  its  management  should  fix 
the  amount  of  the  compensation  for  the  labor,  expense,  and  risk  in 
connection  with  the  promotion  of  the  business. 

"But  as  a  public  utility  that  amount  must  not  exceed  what  may 
fairly  be  capitalized  for  rate-making  purposes.  .  .  .  The  fact 
that  he  (the  promoter)  takes  his  pay  in  stock  cannot  make  any  sub- 
stantial difference.  It  may  be  said  that  the  stock  now  has  no 
market  value  and  may  never  have  any,  that  he  is  still  taking  chances. 
That  would  certainly  be  true,  if  the  stock  were  now  issued  as  prayed 
for.  And  we  cannot  say  that  it  will  maintain  any  particular  value, 
whenever  and  however  issued.  But  we  cannot  and  will  not  authorize 
its  issue  on  the  theory  that  it  is  not  worth  as  much  as  it  purports  to 
be.     We  have  made  our  position  clear  in  this  regard  in  other  cases." 

The  Commission  fixes  the  amount  of  stock  considered  reasonable  for 
the  purpose  in  question. 


9         Rate     Research  239 


"If  this  stock  is  now  issued,  it  will  be  intrinsically  worthless  unless 
other  capital  is  secured  to  develop  the  enterprise.  It  will  represent 
effort  and  risk  devoted  to  the  undertaking,  but  effort  and  risk 
which  has  not  yet  been  consummated  in  the  creation  of  anything  of 
real  tangible  value.  Yet  that  stock,  once  issued,  may  get  upon  the 
market  with  the  stamp  of  approval  of  this  Commission.  This 
cannot  be  permitted." 

To  avoid  this  difficulty,  the  Commission  requires  that  a  certain  stage 
of  the  work  be  reached  before  the  stock  issue  is  formally  approved  by 
the  Commission. 


NEW  JERSEY 

221.1 — Issue  of  Stocks  and  Bonds. 

Ocean  County  Electric  Company,  Application  For  Authority  to 
Issue  Stock.  Decision  of  the  New  Jersey  Board  of  Public  Utility 
Commissioners,  Granting  the  Application.     March  27,  1916. 

The  proposed  issue  of  stock  is  for  the  purpose  of  constructing  a  hydro- 
electric plant,  and  the  question  is  raised  as  to  the  value  to  be  placed 
on  the  water  power  as  a  basis  for  security  issues. 

The  Commission  finds  that  a  total  of  $340,000  is  required  for  the 
physical  construction  of  the  plant  and  for  the  purchase  of  real  estate. 
This  amount  does  not  include  "the  amounts  necessary  to  pay  the  cost 
of  preliminary  investigation,  searches,  surveys,  the  expenses  involved 
in  obtaining  options  on  the  property,  nor  anything  to  represent  the 
value  of  the  water  power  itself."  Expenditures  amounting  to  $10,500 
"in  connection  with  surveys,  searches  and  preliminary  engineering," 
are  allowed.  The  Commission  in  its  order  approves  an  issue  of  stock 
in  the  par  value  of  $370,000  which  includes  an  allowance  for  the  valua- 
tion of  the  water  power.     The  Commission  says: 

319.1— Water  Power  Rights. 

"With  reference  to  the  value  of  the  water  power,  we  are  confronted 
with  the  fact  that,  although  several  attempts  have  been  made  to 
develop  the  water  power  on  the  river  in  question,  up  to  the  present 
time,  none  of  these  attempts  has  been  successful.  The  Board  is 
inclined  to  be  conservative  in  allowing  value  for  the  water  power. 
It  is  not  unusual  to  arrive  at  the  value  of  water  powers  by  compar- 
ing the  operating  cost  of  steam  plants  and  hydroelectric  plants  and 
in  this  way  arrive  at  the  saving  in  the  cost  of  production  in  one  plant 
as  compared  with  the  other.  The  amount  of  savings  capitalized  on 
a  reasonable  basis  would  represent  the  maximum  value  which  the 
water  power  could  have  or,  in  other  words,  would  represent  the  maxi- 
mum basis  which  would  justify  the  development  of  a  water  power. 

"Projects,  such  as  this,  which  involve  the  harnessing  of  natural 
resources,  should  be  capitalized  so  that  the  public  secures  advantage, 
and  the  promoters  should  he  allowed  such  sum  for  the  collocation  of 
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the  water  power  as  reasonably  represents  a  return  for  vision  and 
enterprise.  Of  such  values,  so  ascertained,  the  promoters  cannot 
alone  have  the  advantage.  The  general  public  must  be  permitted 
to  share  in  it.  Any  other  rule  would  result  in  imposing  upon  the 
public  the  necessity  of  paying  rates  upon  the  cost  of  the  more  ex- 
pensive method  of  power  development  though  the  less  costly  method 
was  employed." 

OKLAHOMA 

226.2 — Extension  of  Service. 

Sharp  et  al.  v.  Oklahoma  Gas  and  Electric  Company,  Asking  That 
the  Company  Be  Required  to  Make  an  Extension  of  Service.  De- 
cision of  the  Oklahoma  Corporation  Commission,  Ordering  the  Ex- 
tension.    April  12,  1916. 

It  was  estimated  that  the  company  would  earn  a  return  of  9  per  cent 
on  the  investment  in  the  extension,  provided  all  of  the  petitioners  take 
service  after  the  extension  is  made.     The  Commission  says: 

'Tt  is  unnecessary  to  pass  upon  the  adequacy  or  inadequacy  of  this 
amount  to  give  to  the  defendant  company  the  rate  of  interest  and 
the  amount  for  depreciation  to  which  it  is  entitled,  because  each 
extension  cannot  be  expected  to  yield  a  profit  at  the  start.  The 
extension  of  the  gas  mains  into  this  part  of  the  city  will  undoubtedly 
induce  other  persons  to  locate  there.  .  .  .  Even  though  the 
extension  may  not  be  a  profitable  investment  at  the  start  it  will 
undoubtedly  become  so  in  the  future." 

The  Commission  finds  that  the  extension  should  be  ordered,  but  adds: 

'Tt  is  presumed  that  the  petitioners  would  have  no  objection  to 
signing  contracts  to  take  gas,  and  when  the  petitioners  have  signed 
contracts  to  take  gas  and  have  made  the  usual  deposit,  the  defendant 
company  will  be  required  to  lay  the  mains  necessary  to  serve  the 
petitioners." 

VERMONT 

221.1 — Issue  of  Stocks  and  Bonds. 

Central  Vermont  Power  Company,  Application  For  Authority  to 
Issue  Stock.  Decision  of  Vermont  Public  Service  Commission, 
Dismissing  the  Application.     February  26,  1916. 

The  Company  applied  for  authority  to  issue  $20,000  of  capital  stock  at 
par  "for  cash."  No  definite  statement  was  made  by  the  company  as 
to  what  was  to  be  done  with  the  cash  secured  from  such  issue.  The 
Commission  said: 

"It  is  not  the  policy  of  this  Commission  to  authorize  the  issue  and 
sale  of  stock  or  bonds  by  public  service  corporations,  without  def- 
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inite  information  as  to  the  expenditure  of  the  proceeds  of  such  issue 
and  sale.  Supervision  over  the  issue  of  stock  and  bonds  is  given  to 
the  Commission  for  the  purpose  of  protecting  the  pubhc  from  over- 
capitalization, which  evil  is  always  reflected  in  rates,  and  for  the 
purpose  of  protecting  the  investor  by  insuring  the  proper  expenditure 
of  his  investment. 

"We  cannot  afford  this  protection  without  a  definite  knowledge  of 
the  details  attendant  upon  the  issue  and  sale  of  stock  and  bonds, 
including  the  disposition  of  the  proceeds  therefrom." 

The  application  was  dismissed  "without  prejudice  to  a  further  appUca- 
tion  at  the  hearing  of  which  sufficient  evidence  may  be  adduced". 

MISSOURI 

240 — Commission  Procedure. 

Knepp  et  al.  v.  United  Railways  Company,  Asking  For  the  Establish- 
ment of  a  Crossing.  Decision  of  the  Missouri  Public  Service  Com- 
mission, Denying  the  Application.     February  4,  1916. 

The  application  as  worded  did  not  ask  for  relief  within  the  jurisdiction 
of  the  Commission.  The  Commission,  however,  proceeded  as  though 
the  application  had  been  amended  to  cover  the  exact  situation  at  issue. 

The  decision  says: 

"We  will  disregard  mere  form  and  the  letter  and  invoke  the  intent 
and  spirit  of  the  complainant,  and  thus  endeavor  to  promote  sub- 
stantial justice.  By  so  doing  no  harm  can  result  to  the  parties 
hereto.  Unhampered  bv  hard-  or  fast  or  technical  rules  (Caseboilt  v. 
Sligo  &  Eastern  Railroad  Co.,  1  Mo.  P.  S.  C.  416,  434)  our  Uberal 
methods  of  procedure  permit  this  in  all  proper  cases.  Sessinghaus 
V.  St.  Louis  Merchants  Bridge  Terminal  Railroad  Companv,  2  Mo. 
P.  S.  C.  690,  707,  708." 

NEW  HAMPSHIRE 

221.1 — Issue  of  Stocks  and  Bonds. 

AsHUELOT  Gas  and  Electric  Com'pany,  Application  For  Authority 
to  Issue  Securities.  Decision  of  the  New  Hampshire  Public  Service 
Commission,  Granting  the  Application.     March  22,  1916. 

The  Ashuelot  Gas  and  Electric  Company  was  incorporated  for  the 
purpose  of  taking  over  properties  of  the  Keene  Gas  and  Electric  Com- 
pany, and  is  a  "mere  corporate  device  for  the  more  convenient  financing 
of  the  large  extensions  which  the  Keene  Company  is  making  of  the 
properties  it  operates."     The  Commission  says: 

"It  is  clear  that  the  Keene  Company  should  not  be  permitted, 
through  its  subsidiary,  the  Ashuelot  Company,  to  put  out  any 
greater  amount  of  securities  than  it  could  itself  put  out  if  it  held  the 
title  to  the  properties  which  it  operates,  and  were  seeking  to  raise 
money  to  pay  for  improvements  and  additions  to  its  property  by 
an  issue  of  its  own  stock  and  bonds." 


242  9        RateResearc 


REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

How  TO  Reduce  the  High  Cost  of  Valuation.    An  Interview  with 

MiLO  R.  Maltbte,  by  Frederic  Nicholas.     Electrical  Wo)^Id.     Julv  1, 

1916.     p.  13. 

Detailed  valuations  of  public  utilities  are  conducted  at  high  cost  for  the  company 
and  the  public.  The  expense  of  making  them  is  part  of  the  expense  of  operations 
and  it  is  borne,  in  the  end,  by  the  consumer.  The  economic  advantages  of  reducing 
expenditures  of  this  character,  where  this  is  possible  with  protection  of  the  rights 
of  all  concerned,  is  receiving  much  serious  consideration. 

Dr.  Maltbie  is  ciuoted  as  saying: 

"I  do  not  consider  that  a  valuation  is  always  necessary  in  order  that  rate 
cases  may  be  settled.  It  is  necessary  for  the  public  authorities  to  have  at 
least  a  general  idea  of  the  value  of  a  property  in  order  that  rates  may  not  be 
confiscatory  and  yet  not  so  high  as  to  return  an  unusually  large  profit.  But 
in  many  cases  where  the  properties  are  not  too  complex  there  are  rough  methods 
of  determination  which  may  be  used  to  arrive  at  approximate  values  without 
the  detailed,  lengthy  and  expensive  valuations  that  have  often  been  followed. 

An  exception  is  made  of  cases  which  may  be  carried  to  the  courts  as,  however 
just  these  approximate  values  may  be,  they  are  not  always  accepted  in  judicial 
proceedings. 

Valuation  of  a  property  consists  of  two  groups  of  factors,  one  containing  facts 
and  the  other  matters  of  opinion.  The  facts  are  usually  ascertainable  with 
ease,  and  the  possibility  of  disagreement  ought  to  be  so  small  as  to  be  negligible. 
The  listing  of  a  company's  property  by  two  sets  of  engineers  should  be  unnecessary 
and.  as  a  rule,  avoided.  There  are  matters  of  opinion  about  which  equally  fair 
and  impartial  men  might  differ,  but  if  the  engineers  confine  themselves  to  engineer- 
ing matters,  the  writer  believes  they  will  find  that  their  problems  have  been 
simplified  and  the  difference  in  opinion  is  relatively  small. 


PUBLIC  SERVICE  REGULATION 

200 — Public  Service  Regulation. 

Public  Service  and  the  Consumer,  by  Herbert  A.  W.\gner.  Elec- 
trical World,  July  1,  1916.     p.  7,  3  pagei=!. 

The  development  of  gas  and  electric  companies  is  traced  through  the  experimental 
period  when  capital  invested  in  public  utilities  was  risked  with  the  hope  of  future 
returns,  through  the  period  of  unregulated  competition,  up  to  the  period  of  mon- 
opoly with  regulation.  State  regulation  seeks  to  lessen  the  risk  to  capital  by 
assuring  reasonable  returns  and  by  protecting  the  company  from  the  wasteful 
results  of  unwise  competition.  The  more  definitely  the  profits  of  the  company 
are  assured  and  protected,  and  the  more  confidence  there  is  induced  in  the  minds 
of  investors,  the  lower  will  be  the  rate  of  return  the  investors  will  demand.  This 
will  react  to  reduce  the  rates  for  service,  and  will,  in  the  long  run,  provide  the 
lowest  rates  possible. 

Of  far  more  importance  to  the  public  than  the  lowest  possible  rates  is  adequate 
and  satisfactory  service.  The  maintenance  of  such  service,  however,  not  only 
requires  ample  earnings  for  operations,  but  a  ready  and  continuous  supply  of  new 
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capital  for  the  necessary  extensions.  Under  wise  regulation,  with  the  assurance 
of  safety  and  jn'ofit,  the  new  capital  will  be  attracted.  In  any  business  lower 
prices  for  the  product  can  be  brought  alwut  by  better  methods  of  production 
and  management,  and  by  increased  volume  of  production  and  sales.  Some  incen- 
tive is  required  to  make  such  improvements  aj^pear  desirable  to  the  management 
and  owners.  This  incentive  is  usually  found  in  the  hope  of  greater  profit.  The 
public  service  business  needs  this  same  incentive  for  improvements  and  expansion 
which  make  lower  jn-ices  for  service  possible.  If  rates  are  continually  being 
lowered,  with  no  increase  in  profits,  all  incentive  to  adopt  methods  of  lower  oper- 
ating expenses  will  naturally  cease.  Some  divisions  of  the  increased  profits 
between  the  consumers  and  the  company  is,  therefore,  essential  to  assure  the 
best  results  for  the  consumer.  This  should  take  the  form  of  reasonable  increase 
in  dividend  rate,  following  a  reduction  in  the  rates  for  service. 

The  interests  of  the  company  and  the  public  are  one  and  with  proper  public  sei'vice 
commission  regulation  and  supervision  all  that  benefits  the  pul)lic  service  company 
reacts  to  benefit  the  consumer. 


PUBLIC  OWNERSHIP 

830— Public  Ownership. 

The  Failure  of  Government  Ownership  in  Canada,  by  Samuel  0. 
Dunn.     The  Journal  of  Political  Economy,  June,  1916,  p.  547.    25  pages. 

The  results  of  government  ownership  and  management  in  Canada,  taken  as  a 
whole,  constitute  a  powerful  argument  in  favor  of  the  abandonment  of  that  policy 
in  the  Dominion  and  against  its  adoption  in  the  United  States.  A  study  of  the 
official  reports  shows  that  the  Canadian  state  railways  are  an  utter  financial 
failure.  Their  cost  of  construction  is  excessive  (the  construction  of  the  National 
Transcontinental,  which  it  was  estimated  would  cost  $61,41.5,000,  or  $34,083  a 
mile,  was  costing  in  1914  about  $99,000  per  mile,  and  at  last  reports  had  reached 
a  total  cost  of  $200,000,000.  Investigation  of  the  government  commission  in 
charge  of  the  work  led  to  a  scandal.  Gross  mismanagement,  extravagance,  and 
the  waste  of  many  millions  of  dollars  were  shown).  Their  expenditures  for  main- 
tenance and  improvements  are  low  while  the  operating  ex-penses  are  excessive. 
The  writer  states  that  the  people  and  public  officials  have  only  the  haziest  of 
ideas  as  to  what  losses  actually  have  been.  The  total  losses  sustained  have 
been  enormous.  This  statement  is  supported  by  a  tabulation  of  the  financial 
showing  of  the  intercolonial  railway  for  the  period  from  1867  to  1911,  inclusive. 
It  must  be  assumed  that  the  losses  from  operation  are  due  to  low  rates,  to  ex- 
travagant management,  or  to  both.  One  of  the  arguments  advanced  for  govern- 
ment o-sviiership  in  the  United  States  is  that  under  it  the  profits  made  by  the 
railways  would  be  received  by  the  public  instead  of  going  to  private  capitalists. 
Those  who  reason  thus  often  forget  that  while  railway  companies,  if  successful, 
yield  profits  to  private  capitalists,  they  also,  unlike  state  railways,  pay  taxes  to 
the  public.  The  experience  of  the  world  shows  that  the  public,  while  sure  to 
collect  large  taxes  from  private  railways,  is  not  certain  to  receive  any  profits  at 
all  from  state  railways.  Most  of  them  do  not  earn  interest  on  their  investments. 
On  this  point  it  is  said:  "It  is  hard  to  see  how  anybody  can  be  benefited  by 
saving  money  through  low  rates  and  having  it  all  taken  away  in  increased  taxes. 
It  is  also  hard  to  find  justice  in  giving  some  people  low  rates  at  the  cost  to  others 
of  higher  ta.xes."  However,  the  writer  finds  that  the  freight  rates  on  the  govern- 
ment railways  are  very  high,  and  that  the  passenger  rates  averaged,  in  1914, 
2  cents  per  passenger  per  mile,  as  compared  with  an  average  of  1.98  cents  in  the 
United  States.  After  comparing  in  more  detail  and  allowing  for  various  factors 
affecting  the  rates  in  both  countries,  it  is  concluded  that  not  more  than  one- 
third  of  the  losses  of  the  intercolonial  can  be  attributed  to  its  rates.  Mismanage- 
ment and  uneconomical  operation  must  be  blamed  for  the  balance.     The  inter- 
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ference  of  politics  in  the  fixing  of  rates,  expendituresjfor  maintenance  and  im- 
provemfents,  the  buying  of  equipment,  and  the  hiring  or  dischargingjof  railway 
emploj'es  is  plainly  seen  and  is  the  most  serious  handicap  upon  the  government 
railways  of  Canada. 


GENERAL 

900— General. 

Railway  Situation  in  United  States  as  Viewed  by  Foreign  Author- 
ity. Report  of  an  Interview  with  W.  M.  Acworth.  National  City 
Bank,  New  York,  Circular,  July,  1916.     p.  2. 

Mr.  W.  M.  Acworth,  a  distinguished  British  writer  on  railway  economics,  has 
just  concluded  his  tenth  visit  to  the  United  States.  He  has_  studied  the  railroad 
copditions  in  the  United  States  for  thirty  years  and  the  National  City  Bank  of 
New  York,  taiowing  him  to  be  a  disinterested  authority  upon  the  science  and 
practical  economics  of  transportation,  solicited  a  statement  of  his  view  upon 
the  railroad  situation  in  this  coimtry.  Mr.  Acworth  notes  the  splendid  results 
which  the  efficiency  of  the  railroad  men  j^roduces  with  the  minimum  expenditure. 
He  notes  the  need  of  large  sums  of  money  for  enlarged  terminals,  for  double  tracks, 
for  abolition  of  grade  crossings  and  other  improvements,  and  mentions  Mr.  Hill 
as  estimating  ten  years  ago  that  the  railroads  ought  to  spend  a  billion  dollars  a 
year  to  keep  abreast  of  the  public  requirements.  They  have  not  spent  it,  not 
because  the  expenditure  was  umiecessary,  but  because  the  money  was  not  forth- 
coming, and  he  sees  the  need  of  catching  up  the  arrears  and  taking  car.e  of  the 
future  by  making  railway  investments  more  profitable.  He  notes  brighter  pros- 
pects in  the  future  in  the  passing  of  opposition  to  increases  in  rates.     He  says : 

"Recent  decisions  of  the  Interstate  Commerce  Commission  have  shown  that 
this  most  important  body  appreciates  the  situation,  and  is  ready  to  help  the 
railroads  to  reach  a  sounder  financial  position.  The  fact  that  one  of  your  great 
political  parties  has  put  forward  in  its  platform  the  imification  of  control 
imder  the  single  authority  of  the  Federal  Government  is  a  most  hopeful  sign. 
The  mere  avoidance  of  waste  owing  to  the  necessity  of  complying  with  innumer- 
able varying  requirements  as  to  methods  of  operation  will  be  a  great  thing. 

"The  Federal  Valuation  Law  of  1913  must  soon  begin  to  bear  fruit.  From 
what  I  have  seen  and  heard  of  what  has  already  been  done,  I  am  persuaded 
that  any  fair  valuation,  such  as  is  now  being  carried  out  by  engineers  appointed 
by  the  government,  will  prove  conclusively  what  I  have  always  myself  firmly 
believed,  that  the  railroads  of  the  United  States  are  worth  today  far  more 
than  the  sum  at  which  they  are  capitalized." 

In  the  proposal  that  a  Congressional  Committee  shall  inquire  into  the  whole 
situation,  he  sees  an  indication  that  the  American  public  is  awaking  to  the  needs 
of  the  future  and  believes  that  such  investigation  can  only  be  in  the  interests  of 
railroads  and  railroad  investors.  He  is  firmly  convinced  that  it  will  show  that 
the  railroads  deserve  well  of  the  country,  that  per  dollar  of  capital  invested  they 
do  more  work  than  any  other  railroads  in  the  world,  that  the  rates  they  charge, 
having  regard  to  the  service  rendered,  are  far  lower  than  anywhere  else  in  the 
world,  but  that  the  rates  as  a  whole  are  not  adequate  to  afford  a  steady  and  reason- 
able return  year  in  and  year  out  on  the  present  investment,  and  to  induce  capitalists 
to  make  the  great  further  investment  which  the  public  interest  requires. 

"Once  the  knowledge  of  these  basic  facts,  as  I  believe  them  to  be,  has  been 
got  into  the  public  mind,  I  have  no  doubt  that  the  railroads  will  be  given  such 
fair  treatment  as  will  reduce  the  investment  of  all  the  capital  required.  It  is 
to  be  hoped,  however,  that  the  public  education  will  be  speedily  completed. 
For  the  expenditure  of  new  capital  on  a  generous  scale  must  not  be  much  longer 
postponed  if  the  trade  of  the  country  is  to  continue  to  expand  in  the  years 
ahead." 
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COMMISSION  DECISIONS 

ILLINOIS 

720— Rate  Schedules. 

Commonwealth  Edison  Company.  Application  for  Approval  of  Certain 
Changes  in  Rates  for  Electric  Service  in  Chicago.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Granting  the  Application. 
June  26,   1916. 

The  Commission  approved  the  rates  as  originally  filed  by  the  company 
(9  Rate  Research  116-123),  and  authorized  the  company  to  put  the 
new  schedules  in  effect  as  of  July  1,  1916.  The  new  rates,  upon  the 
basis  of  the  business  done  by  the  company  in  1915,  will  show  an  annual 
net  reduction  to  retail  consumers  of  approximately  $625,000  and  to 
wholesale  consumers  of  approximately  $215,000. 

540^Mininiuin  Charge. 

The  only  ciucstion  which  the  C-ommission  discusses  at  length  is  the 
reasonableness  of  a  minimum  charge.  Some  years  ago  the  company 
discontinued  its  minimum  charge  of  $1.00  per  month.  In  consider- 
ation of  the  reduction  effected  by  the  new  rates,  the  company  again 
felt  the  need  of  the  protection  afforded  by  a  minimum  charge,  and 
provision  was  made  for  a  minimum  bill  of  50  cents  per  month  in  the 
schedule  for  general  service.  The  Commission  cites  its  decision  in  the 
case  of  D.  J.  Heaton  and  Henry  Jensen  v.  The  Public  Service  Company 
of  Northern  Illinois,  and  cases  of  courts  and  other  commissions  approv- 
ing a  minimum  charge.  The  Commission  quotes  Section  38  of  the 
Public  Utilities  Law  of  Illinois,  forbidding  discrimination  in  rates 
and  service,  and  says: 

"It  is  apparent  that  a  utility  company  rendering  utility  service  in 
the  State  of  Illinois  is  under  legal  obligation,  by  virtue  of  the  priv- 
ileges accorded  to  it  in  the  use  of  the  streets  and  in  the  exercise  of 
its  functions  as  a  public  utility,  to  render  service  to  all  persons  who 
may  apply  for  the  same,  and  who  are  reasonably  entitled  thereto, 
and  furthermore  to  render  such '  service  without  unfair  discrimina- 
tion. If,  therefore,  under  any  existing  schedule  of  utility  rates, 
there  exists  any  particular  class  of  consumers,  who,  due  to  the  nature 
of  their  use  of  utility  service,  do  not  return  to  the  utility  a  sufficient 
amount  to  reimburse  the  company  for  the  expense  of  rendering 
their  service,  it  is  apparent  that  the  company,  in  order  to  comply 
with  the  law  must  revise  its  schedules  so  that  such  consumers  will 
so  reimburse  the  company.     Otherwise,   the  expense  of  rendering 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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service  to  such  consumers  woukl  become  a  burden  to  the  other 
consumers  who  would  be  compelled  to  make  up  the  deficiency,  if 
the  utility  as  a  whole  is  to  operate  with  reasonable  profit. 

"It  is  the  apparent  intent  of  the  law  to  forbid  a  utility  company 
from  rendering  service  at  a  discriminatory  rate,  whether  such  dis- 
criminatoiy  rat3  be  either  unduly  high  or  unduly  low.  If  a  utility, 
in  order  to  render  service  to  a  consumer,  is  compelled  to  install 
equipment  for  that  consumer's  service,  and  to  pay  the  attendant 
fixed  charges  and  maintenance  expenses  thereon,  and  in  addition 
is  compelled  to  make  periodical  visits  to  the  consumer's  premises 
for  the  purpose  of  reading  his  meter,  to  carry  his  account  upon  the 
books,  and  to  compute  and  deliver  his  bills  each  month,  a  certain 
expense  is  entailed  by  the  company,  solely  by  virtue  of  the  fact  that 
the  consumer  is  connected  to  the  circuits.  If  the  company  is  to 
make  certain  of  reimbursement  for  these  expenses,  it  is  necessary 
that  a  certain  minimum  be  fixed,  below  which  the  consumer's  bills 
shall  not  be  allowed  to  fall." 

The  average  number  of  electric  consumers  in  Chicago  whose  bills  during 

1915  amounted  to  less  than  50  cents  per  month  was  over  12,000  per 

month,    and   the  Commission   says: 

"It  is  apparent  that  the  petitioner  has  been  and  is  unfairly  discrim- 
inating in  one  sense  in  each  of  these  12,000  cases,  with  the  result  that 
the  other  consumers  have  been  and  are  reimbursing  the  company 
for  the  delinquencies  of  these  small  consumers." 

411.1 — Customer  Charges. 

The  following  testimony  of  the  Company  is  quoted  in  the  decision 
and  shows  the  expense  to  which  the  company  is  put  for  each  consumer, 
solely  on  account  of  the  fact  that  he  is  a  consumer,  regardless  of  the 
amount  of  the  service  which  he  may  require,  and  the  cost  of  the  average 
amount  of  energy  used  by  consumers  whose  bills  are  less  than  the 
50  cents  minimum. 

SUMMARY  OF  THE  CUSTOMER'S  COST 
Including  all   Items  on  Customer's  Premises 

Cost  per  Customer. 
Annual.  Monthly. 

Fixed  charges  on  first  cost  of  watt-hour  meter $1.03  $.086 

Meter  reading,  billing,  bill  delivery,  book-keeping,  claim 

and  stati.stical 2.01  .  167 

Meter  installation,  removal,  maintenance  and  testing.  .  .  .90  .075 

Fixed  charges  on  cost  of  first  supply  of  incandescent  lamps  .23  .019 

Inspection  on  customer's  premises .20  .017 

Customer's  repairs,  including  household  devices,  but  ex- 
cluding meters .34  .028 

Fixed  charges  on  service  connection .41  .034 

Maintenance  of  service  connection .15  .013 

$5.27  S.439 

General  expense,  such  as  office  rentals,  telephone,  tele- 
graph and  general  supervision  at  15%  of  the  particu- 
lar expenditures  listed  above 79  .066 

Total  customer's  cost $6.06  $.505 

Energy  used  by  average  cust  omer  whose  bill  is  less  than  50c  1 .  84  .  153 

$7.90  $.658 
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The  Commission  points  out  that  a  minimum  bill  of  50  cents  applied 
to  the  customers  whose  bills  were  less  than  50  cents  in  1915  would 
have  increased  the  revenue  of  the  company  by  the  amount  of  ^40,624. 
This  was  taken  into  consideration  in  estimatinsi-  the  net  reduction  in 
income  given  above. 

WASHINGTON 

300 — Investment  and  Return. 

Pacific  Telephone  and  Telegraph  Company.  Investigation  to  De- 
termine the  Value  of  the  Property  for  Rate  Making.  Decision  of  the 
AVashington  Public  Service  Commisston,  Determining  a  Value  on  an 
"Actual  Performance"  Basis.     April  26,  1916. 

In  this  decision  the  Commission  makes  a  finding  as  to  the  value  of  the 
property,  leaving  the  matter  of  rates,  rules  and  regulations  for  a  sub- 
sequent order. 

311.2 — Reproduction  Cost  New. 

The  Commission's  staff  used  the  usual  cost  of  reproduction  method  of 
appraisal. 

The  Commission  says: 

"No  one  of  the  factors  found  under  the  cost  of  reproduction  method 
represents  the  amount  to  be  used  as  fair  value  or  rate  base.  The 
statute  is  silent  upon  the  question  of  the  finding  of  fair  value  or  a 
base  for  rates.  The  Commission  is  directed  to  find  the  market 
value,  but  no  one  contends  that  the  market  value  is  always  a  fair 
basis  for  rates.  Since  the  Commission  is  required  to  ascertain  the 
fair,  just,  reasonable  and  sufficient  rates  for  telephone  ser^'ice,  the 
Commission  will  assume  that  it  is  authorized  to  find  a  rate  base.   .    .   . 

"Cost  of  reproduction  new  may.  or  may  not,  represent  the  amount 
which  the  utility  necessarily  expended,  the  detriment  they  neces- 
sarily suffered  to  bring  the  plant  up  to  its  present  status.  Telephone 
plants  are  not  constructed  upon  the  cost  of  reproduction  theory, 
but  extension  is  added  to  extension,  and  piece  by  piece  the  whole 
system  is  ])rought  to  a  point  where  it  can  efficiently  and  adequately 
serve  the  public. 

313— Unit  Prices. 

"If  unit  costs  for  labor  are  based  upon  continuous  construction  alone, 
as  is  necessarily  followed  under  the  cost  of  reproduction  theory,  the 
unit  costs  for  labor  will  be  low;  if  from  extension  work  alone,  the 
unit  prices  are  obtained,  the  price  will  be  high.  The  Commission 
must  use  its  best  judgment  in  ascertaining  the  average  cost,  bearing 
in  mind  that  some  of  the  plant  is  the  result  of  continuous  construc- 
tion, and  part,  piece  construction." 

311 — Basis  of  Valuation. 

The  respondent  company  attacked  the  fair  value  theory  as  a  basis  for 
rate-making  and  submitted  an  appraisal  based  on  "actual  performance." 
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The  Commission  says: 

"Our  attention  is  called  to  the  fact  that  value  is  a  resultant,  not  a 
premise,  ^'alue  is  defined  by  Webster  to  be  the  'property  or  aggre- 
gate properties  of  a  thing  by  which  it  is  rendered  useful  or  desirable.' 
A  utility  is  rendered  useful  or  desirable  to  the  owners  thereof  by 
reason  of  the  return  it  will  bring  to  its  owners  in  the  way  of  net 
profits.  If  we  take  this  definition  of  the  term  'value'  and  make  such 
value  the  basis  for  rate-making,  each  time  we  increase  the  return  we 
increase  the  desirableness  of  the  property  or  properties  and  on  the 
other  hand  if  we  decrease  the  return,  we  decrease  that  which  makes 
the  thing  desirable;  and,  so,  if  we  decrease  the  return  we  decrease  the 
value,  and  if  we  increase  the  return  we  increase  the  value.  Value  is 
a  shifting,  variable  thing  depending  upon  many  factors;  the  money 
markets,  shifting  populations,  demand,  compensation,  politics, 
weather  conditions,  taxes,  the  varied  opinions  of  men,  and  the  rates 
themselves,  all  have  to  do  with  the  rise  and  fall  of  value.  To  say 
that  rates  are  to  be  based  upon  the  value  of  the  property,  using  the 
term  in  its  usual  and  ordinary  sense,  is  to  say  that  rates  shall  be 
based  upon  one  premise  today,  another  tomorrow.  So  we  must 
conclude  that  when  the  courts  said  that  rates  were  to  be  based  upon 
the  fair  value,  they  could  not  have  meant  to  use  the  word  value  in  the 
sense  in  which  the  word  is  ordinarily  used  and  understood. 

"It  is  suggested  that  the  term  value  is  limited  by  the  word  fair,  and 
that  by  the  use  of  the  word  fair,  the  value  is  limited  to  the  sum  of 
those  elements  which  justly  constitute  the  rate  base.  While  the 
aggregated  elements  that  constitute  the  rate  base  have  value,  and  the 
term  fair  value  may  be  used  to  express  that  thought,  it  would  seem, 
to  avoid  confusion,  it  were  better  to  choose  language  that  more 
aptly  expresses  the  thought.  The  rate  base  is  not,  and  can  not 
always  be,  in  fact  and  truth,  the  fair  value  of  the  utility.  We  can 
say,  if  we  will,  that  for  the  purpose  of  this  opinion  where  the  word 
'white'  is  used  it  means  'black'  and  no  harm  is  done,  but  were  it  not 
better  to  use  the  term  that  in  its  ordinary  use  expresses  the  thought 
desired  to  be  expressed?  When  we  speak  of  rate  base,  he  who  runs 
may  read  and  understand  but  when  we  speak  of  fair  value,  we  are 
in  the  midst  of  confusion.  We  have  value  for  taxation,  which  our 
courts  and  legislatures  have  distinguished  from  fair  value  for  rate 
purposes.  We  have  value  for  condemnation  purposes,  which  is  also 
distinguishable.  We  have  also  value  upon  which  is  based  securities, 
also  distinguishable.  We  must  assume  that  all  these  values  are 
fair  for  the  purpose  intended.  Were  it  not  better  to  follow  the  sug- 
gestion of  respondent,  and  adopt  a  term  that  expresses  the  exact 
thought?  In  other  words,  is  it  not  better  to  find  some  term  that 
expresses  the  measure  of  that  which  has  been  done  by  the  utility, 
and  which  was  necessary  to  be  done  for  the  public,  and  use  that  term 
to  measure  the  reward  the  utility  is  entitled  to  receive,  rather  than 
base  such  reward  upon  what  the  utility  has  done  for  the  public,  plus 
what  the  public  has  done  for  the  utility,  and  upon  that,  base  the 
return?     If  rates  are  to  be  based  upon  what  the  public  does  for  the 
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utility,  the  public  should  share  in  the  profits.  Fair  value  must 
necessarily  include  all  property  used  and  useful  whether  supplied  by 
the  company  or  the  public. 

"It  was  never  intended  that  rate  payers  should  be  required  to  pay 
interest  to  the  utility  upon  the  added  value  of  its  property,  resulting 
from  a  city's  paving  over  conduits  and  mains,  and  respondent  here 
makes  no  such  claim;  yet  such  value  must  necessarily  be  a  part  of  the 
fair  value  of  the  property.  The  courts  never  intended  to  require  rate 
payers  to  contribute  adtlitional  returns  to  the  utility  by  reason  of  all 
unearned  increment,  which  in  many  cases,  if  considered  as  a  part 
of  the  rate  base,  would  result  in  rates  absolutely  prohibitive. 

"Why  should  the  public  be  required  to  increase  the  return  to  the 
utility  as  a  result  of  some  act  or  acts  on  the  part  of  the  public  that 
already  increased  the  value  of  the  utility  property?  The  utility  is 
the  agent  of  the  public  in  the  performance  of  a  public  service.  Assume 
that  the  principal  should  perform  the  service  itself,  would  the  increase 
of  population  be  a  reason  for  increasing  the  rates  for  service?  On  the 
contrary,  as  the  use  increased  the  rates  would  decrease.  If  the 
unearned  increment  were  added  to  the  rate  base,  however,  the  in- 
creased use  would  hold  the  rates  or  be  urged  as  a  sound  reason  for  an 
increase.  Unearned  increment  is  not  a  fixed  thing.  Populations 
are  shifting.  If  we  adopt  the  unearned  increment  theory  and  add  it 
to  the  many  elements  already  considered  as  a  part  of  the  rate  base, 
we  shall  have  a  shifting  premise.  If  population  should  decrease,  values 
would  shrink  and  would  it  then  be  j  ust  to  say  to  the  utility, 

"  'You  invested  a  large  sum  of  money  in  property.  The  value  of  the 
property  has  decreased,  therefore  you  are  entitled  to  a  return  upon  a 
sum  much  less  than  your  actual  investment.' 

"The  rate  base  should  not  be  subject  to  shifting  population. 

"Respondent  says    .... 

"  'This  company  now  possesses  rights-of-way  the  present  value  of 
which  is  almost  beyond  computation;  many  of  them  could  never  be 
secured  under  modern  developments.  .  .  .  Such  rights-of-way 
have  a  high  value,  and  but  few  could  be  reproduced.  For  these, 
allowances  should  be  made  on  the  basis  of  the  incidental  investment 
above  referred  to . ' 

"Respondent  recognizes  the  fact  that  the  added  value  to  its  property 
is  the  result  of  developments  over  which  it  had  no  control.  It  does 
not,  however,  demand  of  the  public  that  this  added  value  be  made 
a  part  of  the  rate  base.     It  says  to  the  public: 

" 'We  ask  compensation  for  what  we  do,  not  for  what  you  do.     .     .  .' 

"A  careful  examination  of  all  the  decisions  discloses  the  fact  that  no 
definition  of  the  term  fair  value  as  used  as  a  basis  for  rates,  has 
ever  been  made.  The  courts  have  said  fair  value  without  defining 
the  term,  and  the  statute  is  silent  on  the  subject.  They  have  said 
that  the  Commission  shall  consider  certain  things  which  they  enum- 
erate, and  which  are  enumerated  in  our  statute,  and  which  we  have 
considered  in  this  case,  but  they  do  not  say  how  much  weight  should 
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be  given  to  the  things  enumerated.  Each  'case,'  they  say,  'must 
rest  upon  its  special  facts — it  is  not  a  matter  of  formulas,'  and  then 
the  whole  subject  is  left  to  the  sound  judgment  of  the  Commission 
without  even  a  definition  of  the  result  to  be  found.  We  do  not  see 
how  it  is  possible  to  use  the  term  fair  value  as  a  basis  for  rates 
without  including  elements  in  the  rate  base  that  ought  clearly  to  be 
excluded. 

"Is  it  not  possible  to  develop  some  specific  description  that  will 
include  the  things  to  be  a  part  of  the  rate  base,  and  exclude  the 
things  not  to   be   considered?     What  is  meant  by  the  term  fair 
value  when  it  is  used  to  represent  the  rate  base  or  the  premise  from 
which  is  developed  the  fair  and  just  compensation  a  utility  is  entitled 
to  receive  from  its  patrons?     The  term  fair  value  as  used  in  rate- 
making  may  be  defined  to  be  the  reasonable  and  necessary  detriment 
a  utility  suffers  in  preparation  for,  and  in  the  service  of,  its  patrons. 
It  would  seem  eciuitable.  just  and  fair,  that  the  public  should  be 
recjuired  to  furnish  fair,  just  and  reasonable  compensation  for  the 
reasonable  and  necessary  detriment  a  utility  has  suffered  by  reason 
of  its  service  to  the  public.     This  reasonable  and  necessary  detriment 
is  a  fixed,  and  not  a  shifting  thing.     It  is  not  dependent  upon  the 
present  money  markets,  nor  upon  rates,  nor  any  of  the  many  factors 
that  are  the  basis  of  value.     The  detriment  is  not  a  resultant,  it  is  a 
base  from  which  the  service  flows.    It  is  not  j  ust  that  the  public  should 
be  required  to  compensate  a  utility  for  expenditures  not  necessary, 
nor  for  values  created  by  the  pul^hc  and  which  were  in  no  sense  a 
detriment  required  by  the  service.     The  detriment  a  utility  suffers 
is  not  affected  by  shifting  population,  by  hard  times,  but  is  a  certain 
fixed  and  definite  amount  which  can  be  ascertained  and  established 
and  which  will  remain  the  same  throughout  all  time.     The  value  of 
money  may  rise  or  fall,  but  the  detriment  suffered  by  the  utility 
will  remain  the  same  and  can  be  measured  as  of  the  date  incurred. 
If  regulation  is  to  prove  successful  and  to  continue  as  the  method 
of  dealing  with  public  utilities,  some  fair  and  certain  basis  of  calcu- 
lation must  be  arrived  at.     It  is  a  matter  that  should  not  be  left 
to   the   fickle,    varying   judgmen.ts   of   men,   but   such   investments 
should   be   made   fixed,   positive  and   secure.       The   ascertainment 
of  a   definite  rate  base  is  of  so  far-reaching  importance  that  it  should 
not  l)e  left  as  a  matter  of  guess  between  widely  divergent  views. 
The  old  methods  have  proven  uncertain,  indefinite  and  unsatisfac- 
tory to  honest  utilities  and  commissions  alike,  their  chief  use  has 
been  to  furnish  an  easy  method  to  conceal  inflated  values  and  dubious 
financial  transactions.     Some  more  stable  method  should  be  devised, 
a  method  that  will  eliminate  speculation,  allow  the  honest  investor 
to  prosper,   and  destroy  the  crooked  financier,   or  regulation  will 
prove  as  unsatisfactory    as  unbridled   competition  or  unregulated 
monopoly. 

"The  respondent  in  this  case  makes  a  frank  statement  of  its  opinion 
of  the  old  method,  and  asks  this  Commission  to  adopt  the  new. 
Respondent  has  submitted  'actual  performance'  figures  which  give 
the  Commission  a  fixed  and  definite  basis  for  rates. 
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"Respondent  says: 

"  '  "Actual  performance,"  segregated  or  separated  in  accordance 
with  Interstate  Commerce  accounting,  supplemented  by  such  State 
Commission  accounting  as  may  be  essential,  will  give  an  array  of 
facts  as  distinguished  from  an  array  of  opinion,  expert  or  otherwise, 
that  ought  to  be  the  recourse  for  constructive  and  efficient  regulation.' 
"The  case  as  presented  by  respondent  company  in  this  instance,  is 
not  based  upon  theory.  The  Commission  is  not  asked  to  guess, 
but  the  'actual  performance'  of  the  company,  based  upon  its  records, 
is  made  the  base  upon  which  respondent  claims  the  right  to  be  com- 
pensated by  the  public  it  serves.  Theoretical  figures  were  given  as 
a  check  upon  the  'actual  performance'  results.  No  case  has  ever 
been  submitted  to  this  Commission,  and,  so  far  as  we  are  informed 
to  any  other  commission,  upon  this  basis.      .      .      ." 

The   Commission    concludes : 

"We,  therefore,  adopt  and  approve  the  plan  suggested  by  respondent, 
that  rates  are  to  be  based  upon  facts  rather  than  theories;  that 
fair  value,  if  the  words  are  to  be  used  in  their  usual  and  ordinary 
sense,  cannot  be  the  basis  for  rates,  that  a  utility  is  entitled  to 
reasonable  compensation  based  upon  the  reasonal^le  and  necessary 
detriment  suffered  in  preparation  for  and  in  the  service  of  its  patrons, 
and  not  upon  values  created  by  the  public.  It  is  not  to  be 
conceived  that  a  utility  will,  in  the  expenditure  of  its  money,  under 
modern  conditions,  for  the  construction  of  its  plant  or  its  extension, 
pay  more  for  the  implements  or  property  used  than  is  necessary. 
"These,  'actual  performance'  records,  therefore,  whenever  they 
can  be  obtained  should  be  the  storehouse  from  whence  is  drawn 
the  facts  upon  which  is  based  the  actual,  reasonable  and  necessary 
detriment  suffered  by  the  utility  in  serving  the  public,  and  whatever 
that  detriment  may  be,  the  public,  in  justice  and  equity,  should 
return  fair  compensation  upon  that  sum." 

In  a  supplementary  opinion.  Commissioner  Lewis  concurs  in  the  finding 

of  fact,  but  says: 

"While  the  'actual  performance'  method  of  appraisal  as  used  by  the 
respondent  has  commendable  features,  I  am  not  prepared  to  adopt 
it  at  this  time  as  a  principle  without  a  more  careful  study  of  the 
application  of  the  method  to  the  future  work  of  this  Commission." 

315.1— Going  Value. 

The  Commission  inclutles  an  amount  in  the  final  estimate  for  develop- 
ment cost,  and  says: 

"A  telephone  company  must  necessarily  incur  development  cost. 
The  plant  costs  for  an  exchange  up  to  capacity  is  approximately 
the  same.  This  initial  expenditure  occurs  when  the  engineers 
decide  that  increasing  population  requires  the  construction  of  a 
new  exchange.  During  many  months  and  probably  years,  an 
exchange  wisely  constructed  and  based  upon  the  probable  growth 
of  a  community  may  be  a  losing  proposition  or,  at  best,  produce  a 
return  wholly  inadequate.  Justice  demands  that  this  fact  be  con- 
sidered if  the  public  is  to  exercise  its  rights  of  limiting  the  return." 
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144— Mergers.  ILLINOIS 

Chicago  Tunnel  Company.  Application  for  Leave  to  Sell  Certain 
Property  to  the  Chicago  Telephone  Company.  Decision  of  the  Illinois 
Public  Utilities  Commission,  Granting  the  Application.  June  6, 1916. 
The  Chicago  Tunnel  Company  and  its  predecessors  have  operated  an 
automatic  telephone  system  in  the  City  of  Chicago  since  1899.  The 
enterprise  was  unprofitable  and  the  company  made  application  to 
the  Commission  for  authority  to  transfer  its  telephone  property  to 
the  Chicago  Telephone  Company.  The  latter  company  is  engaged 
in  the  telephone  business  in  Chicago  and  adjacent  territory  and  is 
part  of  the  Bell  Telephone  System  controlled  by  the  American  Tele- 
phone and  Telegraph  Company. 

Objection  to  the  approval  of  the  sale  was  brought  by  certain  independent 
companies  which  reach  telephone  subscribers  in  Chicago  for  long 
distance  communication  through  connections  with  the  system  of  the 
Chicago  Tunnel  Company.  These  companies  asked  that  the  Com- 
mission either  refuse  to  approve  the  proposed  sale,  or  that  it  attach 
such  conditions  to  its  approval  as  will  protect  their  interests,  and 
preserve  their  entrance  into  Chicago.  Protests  were  also  filed  upon 
the  ground  that  consolidation  would  be  against  the  public  interest 
and  would  tend  to  eliminate  competition,  to  create  an  absolute  monopoly 
of  the  telephone  business  in  Chicago,  and  to  increase  rates. 

The  Commission  says : 

"In  discussing  the  subject  of  consolidation  and  merger  in  the  case 
of  the  New  York  Central  Railroad  Company,  No.  2495,  on  our 
docket,  we  used  the  following  language: 

"  'It  is  urged  that  the  magnitude  of  the  corporation  which  would 
come  into  existence  is  so  threatening  to  public  interests,  together 
with  the  want  of  equity  in  the  plant,  that  it  should  defeat  consolida- 
tion. The  consolidation  will,  of  course,  result  in  the  formation 
of  a  corporation  of  great  magnitude  with  immense  power  which 
might  in  the  absence  of  reasonable  governmental  supervision  and 
control  over  its  dealings  with  the  public,  exercise  evil  influences  on 
government  or  become  oppressive  to  the  public;  but  the  dangers 
because  of  bigness  which  might  be  apprehended,  if  unbridled  freedom 
were  to  follow,  can  not  be  regarded  as  a  menace  when  the  greater 
power  of  the  government  to  regulate  and  control  it  is  properly 
exerted  to  prevent  wrong  and  injustice. 

"  'This  Commission  is  not  opposed  to  unification,  merger  or  consolida- 
tion of  public  service  corporations  in  Illinois  when  the  same  can  be 
effected  without  violating  some  positive  I  law.  The  constitutional 
and  statutory  inhibitions  against  monopolies  were  designed  to 
preserve  to  the  public  such  benefits  as  would  accrue  from  competi- 
tion. Under  the  Public  Utilities  Law  of  Illinois,  however,  ample 
provision  is  made  to  safeguard  more  fully  the  interests  of  the  public 
through  and  by  a  Commission  authorized  to  supervise,  regulate  and  con- 
trol all  public  service  corporations,  in  the  matter  of  the  reasonableness 
of  the  rates  to  be  charged,  the  adequacy  of  the  service  to  })e  rendered, 
and  in  the  prevention  of  discrimination  as  to  both  rates  and  service. 
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"  'Formerly,  without  reasonable  regulation  and  control  of  public 
service  corporations,  competition  seemed  to  be  the  only  method 
by  which  public  interests  could  be  protected,  but  with  such  compre- 
hensive regulatory  laws  as  are  now  in  force  in  this  State,  competi- 
tion loses  its  force  as  a  corrective  agency.' 

"Since  what  is  now  proposed  to  be  done  through  purchase  would 
result  in  a  merger,  the  principles  there  announced  are  here  affirmed. 
The  law  of  the  State  and  of  other  states  wherein  it  is  sought  to 
regulate  and  control  public  service  corporations  through  and  by  a 
commission,  recognizes  the  fact  that  competition  has  not  always 
afforded  effective  protection  to  the  public  from  unreasonable  rates 
and  unfair  discrimination  and  has  not  insured  adequate  service. 
Prosecutions  under  the  Anti-trust  Laws  have  also  failed  to  afford 
satisfactory  relief. 

"The  strongest  indication  of  the  public  policy  of  a  state  or  govern- 
ment is  found  in  the  express  language  of  the  laws  it  enacts. 

"The  telephone  business  is  particularly  and  distinctively  a  public 
service  of  such  a  character  that  it  requires  local  unification  rather  than 
competition.  The  operation  separately  of  two  systems  in  one 
locality  necessarily  fails  in  giving  complete  service.  The  sub- 
scriber to  either  system  can  only  communicate  with  the  other  sub- 
scribers of  the  company  of  which  he  is  a  patron.  Complete  tele- 
phone service  will  come  only  when  a  telephone  subscriber  to  one 
company  has  reasonably  prompt  connection  with  the  telephone 
subscribers  of  any  other  company  in  the  State. 
"Telephone  service  should  be  universal,  not  limited.  Dual  service 
restricts  the  use  and  increases  the  cost.  Where  two  telephone 
companies  are  operating  in  the  same  territory  physical  connection 
should  be  required.  The  basis  of  such  joint  operation  in  rendering 
service  should  be  made  on  fair  and  equitable  terms,  having  due 
regard  for  the  nature,  extent  and  cost  of  the  service  that  each  con- 
necting company  furnishes  to  the  telephone  users. 

"The  telephone  business  of  the  Chicago  Tunnel  Company  and  its 
predecessors  has  been  unprofitable.  The  operating  expenses  have 
always  exceeded  the  operating  revenue.  Its  list  of  subscribers  has 
fallen    off.     .     .     . 

"The  various  companies  which  have  owned  the  business  have  sunk 
large  sums  of  money  beyond  hope  of  return." 
The  Commission  states  that,  in  its  opinion,  if  the  sale  l)e  prevented, 
the  telephone  enterprise  of  the  Chicago  Tunnel  Company  must  never- 
theless be  abandoned,  and  the  independent  companies  will  lose  their 
present  means  of  access  to  Chicago;  and  that  the  Public  Utilities  Law 
provides  means  by  which  the  interests  of  the  independent  companies 
can  be  protected  and  service  preserved  for  their  subscribers. 
The  proposed  sale  is  authorized  and  the  Commission  specifies,  as  one 
of  the  conditions  of  its  order,  that,  upon  the  acquisition  of  the  prop- 
erty, the  Chicago  Telephone  Company  shall  grant  to  the  intervening 
independent  telephone  companies  all  the  facilities  for  connection  with 
Chicago  patrons  which  they  now  have,   either  directly  or  indirectly. 
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over  the  lines  and  through  the  exchanges  of  the  Chicago  Tunnel  Com- 
pany. 

MISSOURI 

226.2 — Extension  of  Service. 

City  of  St.  Joseph  v.  St.  Joseph  Gas  Company.  Complaint  Regarding 
Extension  of  Gas  Mains.  Decision  of  the  Missouri  Public  Servi  ce  Com- 
mission, Determining  Rules  and  Regulations  For  Extensions  of  Service. 

January  31, 1916.  Motion  for  Rehearing  Overruled,  February  28,  1916. 
It  appears  that  the  gas  company  for  a  time  extended  its  mains  to  serve 
prospective  customers  at  its  own  expense.  For  a  number  of  years, 
however,  the  company's  net  receipts  have  been  inadecjuate  and  it  has 
not  been  in  a  position  to  expend  additional  money  in  the  extension  of 
mains,  especially  where  such  expenditures  would  not  produce  a  reason- 
able return.  (The  question  of  allowing  an  increase  in  rates  was 
before  the  Commission  in  Marshal]  v.  St.  Joseph  Gas  Company,  reported 
in  9  Rate  Research  155.)  The  Company  discontinued  making 
extensions.  All  extensions  are  made  under  contract  which  provides 
that  the  customer  furnish  the  necessary  main  extension.  Such  exten- 
sion becomes  the  property  of  the  company  upon  completion,  and  in 
consideration  thereof,  the  company  agrees  to  refund  to  the  customer 
one-half  of  the  amount  paid  for  gas  consumed  l)y  him  for  a  period  of 
three  years,  provided  that  the  total  amount  so  refunded  does  not 
exceed  the  cost  of  the  main. 

The  complainants  urge  that  requiring  the  new  customers  to  advance 
the  cost  of  extensions  constitutes  an  undue  and  illegal  discrimination 
in  favor  of  the  old  consumers  on  the  mains  of  the  company  before  the 
adoption  of  such  rule  and  practice. 

The  Commission  gives  the  following  references  which  discuss  the  duty 
of  gas  companies  to  make  extensions  necessary  to  Serve  all  customers 
within  the  community  covered  in  the  franchise:  Wyman,  Public  Ser- 
vice Corporations,  Sections  281,  797;  Russell  v.  Sebastian,  233  U.  S.  1. 
c.  206  (5  Rate  Research  117);  Lukrawka  v.  Spring  Valley  Water  Co., 
146  Pacific  640:  Phelan  v.  Boone  Gas  Companv,  147  Iowa  626,  31  L. 
R.  A.  (N.  S.)  319,  125  N.  W.  208  (1.  c.  209);  Pocatello  Water  Co.  v. 
Standlev,  7  Idaho  155,  61  Pac.  1.  c.  518;  and  Monahan  v.  Pacific  Gas 
and  Electric  Co.,  5  Cal.  R.  C.  R.  298,  (6  Rate  Research  4). 
The  Commission  says: 

"We  could  cite  a  number  of  decisions  of  the  courts  in  other  states 
which  also  establish  the  general  duty  of  a  gas  company  holding  a 
general  franchise  to  serve  the  entire  community,  but  we  do  not 
deem  it  necessary  to  encumber  the  report  with  such  citations.  The 
rule  is  further  established  that  if  a  public  utility  desires  to  cover 
the  fat  territory  comprised  within  its  franchise,  it  would  be  required 
under  ordinary  circumstances,  to  cover  the  lean  as  well.  Of  course, 
there  will  be  cases  in  which  an  extension  at  the  expense  of  the  company 
even  within  a  municipality,  in  which  such  company  has  a  general 
franchise,  would  not  be  just  or  reasonable  either  to  the  company 
or  the  existing  consumers." 
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The  Commission  cites  New  York  and  Queens  Gas  Company  case  (7 
Rate  Research  184) ;  Decision  of  the  Railroad  Commission  of  Cahfornia 
In  re  Investigation  of  the  Practice  of  Water,  Gas,  Electric  and  Tele- 
phone Utilities,  Requiring  Deposits  before  Rendering  Service  (7  Rate 
Research  391, 411) ;  and  Eaton  v.  Oklahoma  Gas  and  Electric  Company, 
P.  U.  R.  1916A  193). 

The  Commission  concludes  as  follows: 

"In  the  light  of  the  decisions  above  cited,  and  upon  the  entire  record 
in  this  case,  we  find  and  conclude  that  the  defendant's  present  rules, 
regulations  and  practices  of  recjuiring  all  new  extensions  of  gas 
mains  for  consumers  to  be  made  under  the  terms  and  conditions  of 
said  contract  are  unreasonable,  unjust,  discriminatory  and  preferen- 
tial, and  that  the  following  rules,  regulations  and  practices  should 
be  adopted: 

"1.  St.  Joseph  Gas  Company  which  operates  under  a  general 
franchise  authorizing  the  occupancy  of  all  streets  of  the  City  of 
St.  Joseph,  shall  make,  at  its  own  expense,  such  street  extensions  of 
gas  mains  as  may  be  necessary  to  serve  applicants;  provided,  that 
in  any  case  in  which  the  construction  of  an  extension  at  the  company's 
sole  cost  will,  in  its  opinion,  work  an  undue  hardship  upon  the 
company  or  its  existing  consumers,  the  matter  may  be  submitted  to 
the  Commission  on  formal  complaint,  as  provided  under  the  pro- 
visions of  the  Public  Service  Commission  law,  unless  satisfactorily 
adjusted  by  an  informal  application  to  the  commission. 

'*2.  St.  Joseph  Gas  Company  shall  make  such  reasonable  extensions 
in  unincorporated  territory  at  its  own  expense  as  the  company 
agrees  upon  with  the  applicant  for  service;  provided,  that  in  any 
case  in  which  the  construction  of  an  extension  at  the  company's 
sole  expense  will,  in  its  opinion,  work  an  undue  hardship  upon  the 
company  or  its  existing  consumers,  the  matter  may  be  submitted  to 
the  Commission  on  formal  complaint,  as  provided  under  the  Public 
Service  Commission  law,  unless  satisfactorily  adjusted  by  an  informal 
application  to  the  Commission. 

"3.  In  any  case  in  which  an  applicant  makes  a  payment  securing 
the  construction  of  an  extension  of  a  gas  main  by  the  St.  Joseph 
Gas  Company,  such  payment  shall  be  considered  as  a  loan  to  said 
company  to  be  repaid  under  reasonable,  non-discriminatory  rules 
and  regulations.  Interest  shall  be  paid  on  such  loans  at  the  rate 
of  six  per  cent  per  annum." 

129.4— Refunds. 

In  regard  to  the  instances  where  customers  have  paid  for  their  exten- 
sions under  the  contract  above  described,  the  Commission  says: 

"This  Commission  held  in  the  case  of  Rhodes-Burford  House  Furn- 
ishing Co.  V.  Union  Electric  Light  and  Power  Co.,  2  Mo.  P.  S.  C.  656, 
(8  Rate  Research  262),  that  the  Commission  had  no  jurisdiction  to 
order  reparation  of  overcharges  of  an  electrical  corporation  for  the 
reason  that  the  statute  did  not  so  authorize  the  Commission.  The  same 
is  true  as  to  gas  corporations.     All  differences  between  defendant 
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company  and  consumers  who  have  laid  gas  main  extensions  under 
the  terms  of  the  contract  set  out  and  held  unreasonable  in  this 
opinion  are  questions  to  be  settled  in  the  courts  and  not  by  this 
Commission." 

NEBRASKA 
531 — Prompt  Payment  Discount. 

MiLBURN  AND  Anselmo  TELEPHONE  CoMPANY.  Application  for  Author- 
ity to  Revise  Rates.  Decision  of  the  Nebraska  State  Railway 
Commission,  Adjusting  Rates.     April  4,  1916. 

The  Company  proposed  to  put  in  effect  certain  net  rates,  providing 
a  penalty  for  failure  to  pay  promptly.  The  Commission  found  that 
"it  was  not  advisable  to  grant  the  penalty  rate,  this  being  contrary 
to  the  policy  of  the  Commission  and  frowned  upon  by  the  courts," 
and  in  lieu  thereof,  gross  rates  were  ordered  with  a  discount  for 
prompt  payment. 

KANSAS 

580 — Terms  and  Conditions. 

Whitewater  Telephone  Company.  Application  For  Authority  to 
Increase  Rates.  Preliminary  Decision  of  the  Kansas  Public  Utilities 
Commission,  Ordering  the  Collection  of  Outstanding  Accounts.  March 
21,  1916. 

The  Commission  found  that  the  collection  rules  of  the  petitioner  had 
not  been  enforced,  "which  fact  results  in  an  unlawful  discriminatory 
practice."  The  order  issued  by  the  Commission  directs  the  company 
"to  at  once  proceed  to  collect  its  outstanding  rental  and  toll  charges 
and  to  discontinue,  upon  ten  days'  written  notice,  its  service  to  all 
subscribers  who  refuse  to  make  payment  of  legal  charges  due  said 
company." 

It  also  appeared  that  the  company  had  been  paying  dividends  quarterly 
before  it  was  ascertained  that  they  had  been  legally  earned.  The 
Company  was  ordered  to  discontinue  the  paying  of  dividends  until  such 
time  as  the  books  and  records  actually  show  a  net  profit  legally  earned 
by  it. 

Further  consideration  of  the  application  to  increase  rates  is  withheld 
until  these  orders  are  acted  upon  and  until  a  report  is  received  from  the 
Company  as  to  results  obtained  in  the  collection  of  outstanding  accounts. 

MISSOURI 

580 — Terms  and  Conditions. 

HuLiNG  et  al.  V.  Kansas  City,  Missouri,  Complaint  As  to  Certain 
Practices  of  the  Municipal  Water  Utility.  Decision  of  the  Missouri 
Public  Service  Commission,  Dismissing  the  Complaint.  March  24, 
1916. 

The  municipal  water  utility  adopted  the  policy  of  gradually  changing 
its  customers  from  flat  rates  to  meter  rates.  The  Complainants  urge 
that,  in  designating  certain  consumers  who  are  required  to  change  to 
metered  service,  the  utility  is  practicing  unjust  discrimination.     The 
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Commission  points  out  that  the  installation  of  meters  tends  to  prevent 
waste,  delaying  the  time  when  an  enlargement  of  the  plant  will  be 
necessary.  The  cost  of  furnishing  meters  free  to  all  consumers  would 
prohibit  or  unduly  delay  necessary  expenditures  for  additions  and 
betterments  including  extensions.  The  Commission  finds  that  the 
practice  of  the  water  utility  is  not  discriminatory,  and  that  there  is  no 
unjust  discrimination  against  the  complainants  in  that  they  are  required 
to  discontinue  flat  rate  service  and  take  metered  service. 

REFERENCES 

INVESTMENT  AND  RETURN 

310 — Valuation. 

How  TO  Appraise  Public  Utility  Property,  by  George  W.  Kuhn. 
Electric  Railway  Journal.     July  15,  1916.     p.  197.     4  pages. 

The  article  emphasizes  the  advantage  of  laying  out  the  plan  of  [)rocedure  to  be 
followed  in  the  appraisal  as  completely  as  possible  before  the  actual  work  of  valu- 
ation is  begun.  In  selecting  the  classification  for  the  filing  system  the  par- 
ticular uniform  system  of  accoimts  in  use  by  the  company  being  examined  is  recom- 
mended as  the  best  basis,  for  the  reason  that  the  results  of  the  appraisal  so  ob- 
tained may  be  most  readily  compared  and  checked  against  the  bookkeeping 
records  of  the  company.  Such  arrangement  makes  possible  the  comparison  of 
the  groups  with  similar  groups  belonging  to  various  other  companies  whose  ac- 
counts are  kept  according  to  the  same  uniform  system.  Suggestions  for  designing 
forms  to  be  used  in  listing  the  propertj^  are  given  and  model  filing  cards  are 
illustrated. 

Provision  should  be  made  for  co-operation  between  the  company's  employees  and 
the  appraisal  force,  and  the  work  of  the  inventory  m.ay  often  be  facilitated  if  cer- 
tain groups  of  the  property  are  listed  by  the  employees  in  charge  of  such  groups, 
since  the  inventory  may  be  quickly  checked  by  the  appraisers  and  the  double 
examination  eliminates  errors  which  might  creep  into  a  single  inventory  made 
by  the  appraisers. 

340 — Rate  of  Return. 

Financing  Utilities  Operating  Under  State  Control,  by  Chester  P  . 
Wilson.     The  Gas  Age.     July  15,  1916.     p.  70.     2  pages. 

An  abstract  is  given  of  a  paper  read  before  the  annual  meeting  of  the  Indiana  Gas 
Association.  In  regard  to  the  rate  of  return  necessary  to  encourage  investment 
in  gas  properties,  Mr.  Wilson  says: 

"The  development  of  electric  light  and  power  properties  gives  our  gas  proper- 
ties an  ever-increasing  competition.  At  first  it  was  in  the  field  of  illumination; 
now,  with  intensive  development  and  the  progress  of  the  art,  the  electric 
properties  are  seriously  competing  with  gas  for  heating  and  cooking. 

"While  in  most  instances  there  is  but  one  gas  utility  in  a  community,  it  is 
rare  that  a  gas  utility  is  located  in  a  community  wliere  it  is  not  under  the 
competition  of  electric  light  ami  power  properties.  The  theory  of  public 
utility  commission  laws  is  that  a  utility,  each  in  its  own  class,  shall  be  a  regu- 
lated monopoly — a  monopoly  so  far  as  its  particular  community  and  class  of 
service  is  concerned.  But  as  gas  is  one  means  of  accomplishing  certain  results 
and  electricity  is  another  means  of  accomplishing  many  of  the  same  results, 
gas  properties  are  to  a  certain  extent  under  competition  in  spite  of  the 
provisions  of  the  utility  commission  laws.     .     .     . 

"Consideration  should  be  given,  in  fixing  the  rate  of  return,  as  to  whether 
the  particular  utility  has  a  permanent  monopoly  or  is  or  may  be  subject  to 
competition.  And  it  must  be  borne  in  mind  that  gas  utilities  as  well  as  Other 
classes  of  utilities  may  have  to  face  a  downward  fluctuation  in  earnings,  and 
proper  allowance  should  be  made  for  this  in  fixing  the  rate  of  return." 
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GENERAL 

910 — Promotion  and  Growth  of  Business. 

Railroads  Will  Demand  Central  Station  Energy.  An  Interview 
with  John  F.  Wallace,  bv  Frederic  Nicholas.  Electrical  World. 
July  15,  1916.     p.  118.     2  pages. 

A  review  is  given  of  the  progress  in  electrification  of  railroads  for  the  U\st  fifteen 
years,  with  special  reference  to  the  situation  in  Chicago.  Mr.  Wallace  is  ciuoted 
as  saying: 

"In  future  electrification  developments,  the  tendency  will  undoubtedly  be 
definitely  toward  the  purchase  by  the  railroad  companies  of  energy  from  public 
service  corporations  engaged  in  the  generation  of  energy  on  a  large  scale  rather 
than  toward  the  installation  of  independent  power  plants.     .     .     . 

"It  would  be  well  for  large  central  station  companies  to  continue  to  stud}^ 
the  possibilities  in  this  direction  with  great  care.  In  planning  future  power- 
house construction  they  can  then  provide  for  expansion  to  enable  them  to  meet 
the  demand  for  such  additional  business  as  may  be  available.  Such  companies 
should  be  able  so  to  make  their  plans  that  they  would  not  require  much,  if 
any,  capital  outlay  above  what  they  would  make  under  the  normal  conditions 
of  growth  in  their  communities.  They  can  introduce  a  definite  element  of 
preparedness  into  their  designs  and  construction  that  will  conserve  capital 
expenditure  and  save  time  if  they  are  called  upon  in  the  future  to  provide  for 
great  railway  electrification  projects." 

900— General. 

Current  tendencies  in  the  Railway  Business  l)y  Thomas  Conway, 
Jr.     Electric  Railway  Journal,  July  1,  1916,  p.  10,  2  pages. 

A  discussion  is  given  of  the  factors  affecting  the  electric  railway  business,  par- 
ticularly with  reference  to  the  securing  of  new  capital.  A  year  ago,  the  influence 
of  the  jitney  seemed  threatening  and  new  financing  was  difficult,  but  at  that  time 
there  was  also  lessened  demand  for  service.  This  period  of  depression  was  oflfset 
by  the  increase  in  earnings  during  the  autumn  and  winter  months.  Regulatory 
restrictions,  the  revival  of  business  calling  the  jitney  driver  back  to  his  former 
employment,  and  the  increase  in  price  for  gasoline  and  tires,  served  to  eliminate 
much  of  the  jitney  competition,  and  it  is  apparent  now  that  the  influence  of  the 
jitney  has  run  its  course.  The  writer  cites  the  decision  of  the  New  York  Public 
Service  Commission,  Second  District,  in  the  Rochester  case,  (9  Rate  Research  235), 
as  a  model  for  public  service  commissions,  .\nother  factor  hindering  the  natural 
growth  of  electric  railways  is  the  European  War  and  the  consecjuent  high  prices 
of  material  and  labor.  On  the  other  hand,  the  greater  efficiency  of  apparatus 
and  the  greater  stability  of  investment  secured  by  public  service  regulation,  are 
noted  as  favorable  conditions,  and  it  is  stated  that  the  favorable  factors  are  of 
a  more  permanent  nature  than  those  which  are  adverse. 

782.2— Voltage  Regulation. 

Voltage  Regulation  P'or  Electric  Lighting  Systems,  by  George 
P.  Roux.     General  Electric  Review.     July,  1916,  p.  619.     6|  pages. 

This  article  combines  an  exposition  of  the  commercial  motives  that  brought 
about  the  voltage  regulation  of  lighting  systems,  a  technical  instruction  of  the 
electrical  values  involved,  and  a  description  of  the  apparatus  used.  A  tabulation 
of  the  Public  Service  Commission's  rules  for  permissible  voltage  variations  in 
various  states  is  included.  The  performance  characteristics  of  incandescent  lamps, 
small  motors  and  heating  ai)pliances  on  varying  voltages  are  described.  Recom- 
mendations for  the  i)roper  location  of  voltage  regulators  are  given.  The  article 
is  concluded  by  a  description  of  the  various  types  of  voltage  regulators  and  an 
explanation  of  the  particular  advantages  of  each. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

SPOKANE,  WASHINGTON 

720— Rate  Schedules. 

Washington  Water  Power  Company,  Rates  for  Electric  Service  in 
Spokane  (Population  104,402)  and  Hillyard  (Population  3,276), 
Washington. 

The  Washington  Water  Power  Company  has  made  a  reduction  in  its 
rates  for  residence  service  in  Spokane  and  Hillyard  from  a  rate  of  8 
cents  for  the  first  20  kilowatt  hours  consumed  per  month,  6  cents  per 
kilowatt  hour  for  the  next  10  kilowatt  hours  consumed  per  month, 
and  3  cents  per  kilowatt-hour  for  all  excess,  to  a  rate  of  7  cents  per 
kilowatt  hour  for  the  first  20  kilowatt  hours  consumed  per  month 
and  3  cents  per  kilowatt  hour  for  all  excess.  The  reduction  is  effective 
as  of  July  1,  1916. 

The  Company  has  also  prepared  an  optional  rate  for  lighting  and  power 
service.  This  rate  is  included  in  the  schedules  given  below,  but  is  not 
effective  until  September  1,  1916. 

The  rates  of  the  company  are  as  follows : 

SPOKANE  RESIDENTIAL  RATE. 

Applicable  to  all  private  residences  and  private  garages  within  the  city  limits  of 
Spokane  and  Hillyard,  Washington. 

Rate. 

7  cents  per  kilowatt  hour  for  the  first  20  kilowatt  hours  per  month. 
3  cents  per  kilowatt  hour  for  all  over  20  kilowatt  hours  per  month. 

Minimum  Charge. 
70  cents  per  month. 

Lamp  Service. 

Burned  out  and  unljroken  standard  Edison  gem  and  carbon  lamps  will  be 
renewed  free  of  charge  when  returned  to  the  company's  office. 

Term  of  Contract. 

The  minimum  term  of  contract  shall  be  one  year. 

SUBURBAN  RESIDENTIAL  RATE. 

Applicable  to  ail  private  residences,  churches,  public  schools,  public  libraries, 
hospitals  and  private  garages,  for  all  points  within  three  miles  of  the  citj^  limits 
of  Spokane  and  Hillyard,  Washington. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Rate. 

10  cents  per  kilowatt  hour  for  the  first  20  kilowatt  hours  per  month. 
9  cents  per  kilowatt  hour  for  the  next  20  kilowatt  hours  per  month. 
S  cents  per  kilowatt  hour  for  the  next  20  kilowatt  hours  per  month. 
5  cents  per  kilowatt  hour  for  all  excess  use. 

Minimum  Charge. 

$1.00  per  month. 

Lamp  Service. 

Burned  out  and  unbroken  standard  Edison  gem  and  carbon  lamps  will  be 
renewed  free  of  charge  when  returned  to  the  company's  office. 

Term  of  Contract. 

The  minimum  term  of  contract  shall  be  one  year. 

SUBURBAN  FUEL  RATE. 

Applicable  exclusively  to  heating  appliances  used  in  residences  within  three  miles 
of  the  city  limits  of  Spokane  and  Hillyard,  Washington. 

Rate. 

3  cents  per  kilowatt  hour. 

Minimum  Charge. 

$1.00  per  month. 

Term  of  Contract. 

The  minimum  term  of  contract  shall  be  one  year. 

SPOKANE  COMMERCIAL  LIGHTING  RATE. 

Applicable  to  all  commercial  accounts  including  mercantile  establishments,  offices, 
etc.,  where  service  is  used  for  lighting  and  heating  only. 

Rate. 

8  cents  per  kilowatt  hour  for  the  first  120  hours'  use  of  the  connected  load  per 

month. 
3  cents  per  kilowatt  hour  for  all  above  120  hours'  use  of  the  connected  load  per 

month. 

Determination  of  Demand. 

The  connected  load  shall  include  the  total  connected  wattage  of  lamps;  empty 
sockets  to  be  taken  as  25  watts  each.  Heating  devices  shall  not  be  taken  as 
part  of  the  connected  load,  except  where  connected  load  is  measured  by  maxi- 
mum demand  meters  (at  the  option  of  the  company)  in  which  case  the  maximum 
demand,  as  measvu'ed  by  the  meters,  will  be  taken.  The  demand  used  for 
com]3uting  the  rate  shall  be  figured  to  the  nearest  100  watts  only;  anj?^  demand 
less  than  200  watts  shall  be  considered  as  having  a  capacity  of  200  watts. 

Minimum  Charge. 

•SI  00  per  month. 

Lamp  Service. 

Burned  out  and  unbroken  standard  Edison  gem  and  carlion  lamps  will  be 
renewed  free  of  charge  when  returned  to  the  company's  office. 

Term  of  Contract. 

The  minimum  term  of  contract  shall  be  one  year. 
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SPOKANE  POWER  RATE. 

Applicable  to  all  commercial  power,  industrial  heating  and  public  garages  used 
continuously  throughout  the  year,  where  no  lighting  load  is  used  on  the  power 
circuit. 

Rate. 

$1.50  per  kilovolt-ampere  for  the  first  20  hours'  use   (or  less)  of  consumer's 

connected  load  per  month. 
.03  per  kilowatt  hour  for  the  next  30  hours'  use  of  consumer's  cormected 

load  per  month. 
.015  per  kilowatt  hour  for  the  next  50  hours'  use  of  consumer's  connected 

load  per  month. 
.01  per  kilowatt  hour  for  the  next  300  hours'  use  of  consumer's  connected 

load  per  month. 
.005  per  kilowatt  hour  for  all  over  490  hours'  use  of  consumer's  connected 

load  per  month. 

Quantity  Discount. 

No  discount  on  the  first  $  50.00  of  monthly  bill. 
10%  discount  on  the  next  $  50.00  of  monthly  bill. 
20%  discount  on  the  next  $100.00  of  monthly  bill. 
30%  discount  on  the  next  $100.00  of  monthlv  bill. 
40%  discount  on  the  next  $100.00  of  monthly  bill. 
50%  discount  on  all  over  .$400.00  of  monthly  bill. 

Determination  of  Demand. 

On  installations  totaling  5  horse  power  or  less  the  connected  load  will  be 
assumed  to  be  the  demand. 

On  installations  exceeding  5  horse  power,  the  Company  may,  at  its  option, 
determine  the  maximum  demand  by  suitable  indicating  or  recording  instru- 
ments. 

Minimum  Charge. 

$1.00  per  month. 

Term  of  Contract. 

The  minimum  term  of  contract  shall  be  one  year. 

SPOKANE  LIGHT  AND  POWER  RATE. 

Applicable  to  all  commercial  accounts  including  mercantile  establishments,  offices, 
etc..  where  service  is  used  for  lighting,  heating  and  power  through  the  same  meter. 

Rate. 

8  cents  per  kilowatt  hour  for  the  first  120  hours'  use  of  the  connected  load  per 

month. 
3  cents  per  kilowatt  hour  for  all  over  120  hours'  use  of  the  cormected  load  per 

month. 

Determination  of  Demand. 

The  connected  load  shall  include  the  total  connected  wattage  of  lamps:  empty 
sockets  to  be  taken  as  25  watts  each.  Motors  to  be  taken  at  their  rated  capac- 
ity in  watts.     Heating  devices  not  to  be  taken  as  part  of  the  connected  load. 

Minimum  Charge. 

$1..50  per  kilovolt-ampere  of  connected  load  but  in  no  case  less  than  $1.00  per 
month. 
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Lamp  Service. 

Burned  out  and  unbroken  standard  Edison  gem  and  carbon  lamps  will  be 
renewed  free  of  charge  when  returned  to  the  company's  office. 

Term  of  Contract. 

The  minimum  term  of  contract  shall  be  one  year. 

LIGHT  AND  POWER  SERVICE. 
Optional  Rate. 

(Effective  September  1,  1916) 

Rate. 

7  cents  per  kilowatt  hour  for  the  first  100  kilowatt  hours  consumed  per  month. 
3  cents  per  kilow-att  hour  for  all  over  100  kilowatt  hours  consumed  per  month. 

Prompt  Payment  Discount. 

25%  discount  on  all  monthly  bills. 

If  payment  is  not  made  within  5  days  after  bill  is  rendered,  service  may  be 
discontinued,  at  the  option  of  the  Company. 

Minimum  Charge. 

$1 .  00  net  per  month. 

Term  of  Contract. 

Three  years. 

Terms  and  Conditions. 

Notwithstanding  the  schedule  of  rates  herein  set  forth,  it  is  agreed  by  the 
Company  that  if  any  responsible  individual  or  corporation  authorized  by  law 
to  sell  electric  energy  within  the  City  of  Spokane  and  having  developed  sufficient 
electric  energy  to  supply  all  of  the  consumer's  needs  and  being  ready,  willing 
and  able  so  to  do  shall,  during  the  life  of  this  contract,  offer  in  good  faith  to 
the  consmner  for  use  in  the  building  or  premises  in  the  City  of  Spokane  described 
herein,  any  better  rates  than  are  then  in  force  under  this  contract,  the  same 
having  been  filed  and  published  as  required  by  law  and  being  then  in  force 
and  effect,  said  consumer  may  give  the  company  thirty  days'  written  notice  of 
such  offer  and  the  Company,  after  the  receipt  of  said  written  notice  shall, 
within  thirty  days,  give  the  consumer  written  notice  either  that  it  will  or  will 
not  meet  such  competitive  rates. 

If  the  Company  shall  give  written  notice  to  said  Consumer  that  it  will  meet 
such  competitive  rates,  then  the  same  shall  be  substituted  for  the  rates  set 
forth  in  this  contract  and  shall  constitute  the  rates  to  be  thereafter  charged 
by  the  Company  and  paid  by  the  Consumer;  if,  however,  the  Company  shall 
fail  to  give  the  Consumer  written  notice  that  it  will  meet  such  competitive 
rates,  within  the  time  above  stated,  the  Consumer  may  terminate  this  contract 
and  purchase  such  electric  energy  from  such  competitor  if  the  Consumer  desires 
so  to  do,  giving  ten  days'  written  notice  of  such  election. 

Except  in  case  of  the  termination  of  this  contract  by  reason  of  the  failure  of 
the  Company  to  meet  such  competitive  rates  after  wTitten  notice  as  aforesaid, 
in  the  manner  provided  above,  the  Consumer  shall  and  hereby  covenants  and 
agrees  to  take  from  the  Company  all  electric  energy  used  for  lighting,  power, 
heating  or  other  purposes  in  and  about  the  buildings  and  premises  described 
herein,  and  to  pay  the  Company  therefor  according  to  said  schedule  of  rates 
and  to  take  and  use  the  same  to  the  exclusion  of  all  other  electric  energy  for 
light,  heat  and  for  power  for  the  period  hereinbefore  stated  and  that,  during 
said  period,  no  electric  energj'  for  light,  heat  or  power,  or  for  uses  other  than 
those  covered  by  this  contract,  shall  be  used  in  or  upon  the  said  premises  with- 
out the  written  consent  of  the  Company. 
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WHOLESALE  LIGHT  AND  POWER  RATE. 

Regulated. 

Applicable  to  all  commercial  accounts  when  service  is  used  for  light  and  power, 
the  suppl}^  for  lighting  circuits  being  from  the  regulated  lighting  feeders  of  the 
Company. 

Rate. 

6  cents  per  kilowatt  hour  for  the  first  100  hours'  use  of  consumer's  maximum 

demand  per  month. 
2  cents  per  kilowatt  hour  for  the  next  50  hours'  use  of  consumer's  maximum 

demand  per  month. 
1  cent  per  kilowatt  hour  for  the  next  100  hours'  use  of  consumer's  maximum 

demand  per  month. 
I  cent  per  kilowatt  hour  for  all  over  250  hours'  use  of  consumer's  ma.ximum 

demand  per  month. 

Quantity  Discount. 

5%  discount  on  the  first  $100.00  of  monthlv  bill. 
20%  discount  on  the  next  $100.00  of  monthly  bill. 
30%  discount  on  the  next  $100.00  of  monthly  bill. 
40%  discount  on  the  next  $100.00  of  monthly  bill. 
50%  discount  on  all  over  $400.00  of  monthly  bill. 

Determination  of  Demand, 

The  connected  load  will  be  assumed  to  be  the  maximum  demand.  The  Com- 
pany may,  at  its  option,  determine  the  maximum  demand  by  suitable  indicating 
or  recording  instruments. 

Minimum  Charge. 

$5.00  net  per  kilovolt-ampere  of  maximum  demand  per  month,  but  in  no  case 
less  than  $100.00  per  month. 

Lamp  Service. 

Burned  out  and  unbroken  standard  Edison  gem  and  carbon  lamps  will  be 
renewed  free  of  charge  when  returned  to  the  company's  office. 

Term  of  Contract. 

Five  years. 

Terms  and  Conditions. 

The  consumer  agrees  to  use  electric  service  from  the  Power  Company  to  the 
exclusion  of  all  other  forms  of  artificial  illumination. 

COMBINED   POWER   AND  LIGHT  RATE. 

Non-Regulated. 

Applicable  to  all  commercial  accounts  when  service  is  used  for  power  and  light, 
the  supply  being  3-phase,  60-cycle,  alternating  cm-rent  at  230  volts  from  regular 
non-regulated  power  feeders. 

Rate. 

The  schedule  is  the  same  in  all  particulars  as  that  given  above  under  "Spokane 
Power  Rate"  (p.  265)  with  the  exception  of  the  minimum  charge  provision  which 
reads  as  follows: 

Minimum  Charge. 

The  minimum  charge  under  this  schedule  shall  be  $50.00  per  month. 
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INDUSTRIAL  HEATING  RATE. 

Applicable  exclusively  to  heating  appliances.     Motive  power  and  lighting  cannot 
be  used  on  this  rate. 

Rate. 

8  cents  per  kilowatt  hour  for  the  first  20  kilowatt  hours  per  month. 
6  cents  per  kilowatt  hour  for  the  next  10  kilowatt  hours  per  month. 
3  cents  per  kilowatt  hour  for  all  over  30  kilowatt  hours  per  month. 

Minimum  Charge. 

$1.00  per  month. 

Term  of  Contract. 

One  year. 

WATER  HEATING  FLAT  RATE. 

Applicable  to  water  heaters  used  in  conjunction  with  electric  ranges. 

Rat3. 

600  watt  heater,  per  month,  $2.00. 
750  watt  heater,  per  month,  $2.50. 
1000  watt  heater,  per  month,  $3.00. 
Over  1000  watts  per  month,  $3.00  per  kilowatt  per  month. 

Term  of  Contract. 

One  month. 

Terms  and  Conditions. 

Heaters  on  this  schedule  shall  be  used  only  in  conjunction  with  electric  ranges 
of  make  approved  by  the  Washington  Water  Power  Company.  A  double 
throw  switch  will  be  installed  by  the  Power  Company  on  a  loop  wired  by  the 
consumer  which  shall  prevent  the  use  of  the  water  heater  while  the  range  is 
in  operation. 

OTHER  RATES. 

The  following  additional  rates  are  provided:  "Spokane  Public  Building 
Rate,"  "Flat  Rate  for  Sign  and  Window  Lighting,"  "Street  Lighting  Rate  (Incan- 
descent)," "Municipal  Street  Lighting  Rate  (Arc),"  "Flat  Rate  Temporary 
Power,"  "Electrical  Contractor's  Rate,"  "Employes' Rate,"  "Municipal  Pumping 
Rate,"  and  "Irrigation  Rate." 


COMMISSION  DECISIONS 

ILLINOIS 

614 — Heating  and  Cooking. 

Hamilton  Utilities  Company,  Application  For  Authority  to  Put  in 
Effect  Rates  For  Electric  Heating  and  Cooking  Service  in  Benton, 
Illinois  (Population  2,675).  Decision  of  the  Illinois  Public  Utilities 
Commission,  Granting  the  Application.     June  21,  1916. 

The  Hamilton  Utilities  Company  was  granted  permission  to  establish 
the  following  rates  for  heating  and  cooking  service,  effective  as  of  June 
1,  1916: 
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ELECTRIC  HEATING  AND  COOKING  SERVICE. 

Available  for  all  customers  using  the  company's  standard  service  for  electric 
ranges,  cookers,  toasters,  broilers,  ovens,  kettles  or  other  electrical  kitchen 
utensils,  flatirons,  hot  water  heaters,  luminous  heaters  and  other  general  heating 
appliances,  provided,  that  the  customer  shall  furnish  a  special  circuit  entirely 
separate  from  any  lighting  or  power  circuit  and  shall  have  an  aggregate  connected 
load  of  not  less  than  2  kilowatts. 

Rate. 

10^  cents  per  kilowatt  hour  for  the  first  10  kilowatt  hours  used  per  month. , 
3    cents  per  kiiowatt  hour  for  all  over  10  kilowatt  hours  used  per  month. 

Prompt  Payment  Discount. 

I  cent  per  kilowatt  hour  when  bills  are  paid  on  or  before  the  10th  day  of  the 
succeeding  month. 

Minimum  Charge. 

$24.00  per  year  on  installations  up  to  and  including  6,000  watts  of  aggregate 
connected  load. 

$4.00  per  year  for  each  additional  1,000  watts  or  fraction  thereof  of  the  aggregate 
connected  load. 

Term  of  Contract. 

The  obligations  of  both  parties  shall  continue  for  one  year,  commencing  on  the 
date  when  the  company  begins  to  supply  electricity  and  thereafter  until  written 
notice  to  discontinue  service  had  been  received  by  either  party  and  thereafter 
for  a  reasonable  time  for  making  disconnections  not  to  exceed  10  days. 


NEW  YORK 

300 — Investment  and  Return. 

Hermann  et  al.  v.  The  Newtown  Gas  Company  and  Schwarz  et  al. 
V.  The  Woodhaven  Gas  Light  Company  et  al.  Companion  Cases 
Based  on  Complaints  as  to  Rates  for  Gas  Service  in  the  Second  and 
Fourth  Wards,  Respectively,  of  the  Borough  of  Queens.  Decisions  of 
the  New  York  Public  Service  Commission  (1  D),  Reducing  Rates 
in  Both  Instances.     May  25,  1916. 

The  gas  companies  under  investigation  in  these  cases  are  a  part  of  the 
distributing  system  of  a  parent  company,  the  Brooklyn  Union  Gas 
Company,  and  the  Commission  states  that  they  are  nothing  more  than 
paper  corporations,  convenient  operating  divisions  of  the  parent  com- 
pany. Practically  the  same  questions  arise  in  both  cases  and  the 
companion  decisions,  which  were  rendered  on  the  same  day,  may  be 
reported  together. 

261— Public  Service  Bills. 

The  opinions  which  were  written  by  Commissioner  Hayward  were  first 
submitted  to  the  Commission  in  November  of  last  year  but  were  not 
passed  upon  by  the  Commission  as  then  constituted.  The  resub- 
mission of  the  opinions  has  been  delayed  in  the  hope  that  the  Legislature 
would  enact  certain  legislation  affecting  the  cases.  The  desired 
legislation  is  summarized  as  follows : 
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"(1)  A  law  fixing  the  rate  for  gas  furnished  in  the  Second  Ward  of 
Queens.  Such  an  enactment  would  of  course  have  made  action  by 
us  unnecessary  and  would  have  given  immediate  relief  to  the  con- 
sumers of  gas. 

"(2)  A  law  providing  that  any  rate  fixed-  by  this  Commission 
should  take  effect  as  of  the  date  when  the  rate  proceeding  was 
started  instead  of  at  or  after  its  conclusion.  Such  an  enactment 
would  have  removed  the  existing  incentive  to  the  companies  to  delay 
rate  proceedings. 

"(3)  A  law  doing  away  with  the  right  of  the  companies  to  a  review 
of  a  rate  decision  of  this  Commission  by  certiorari.  This  was  in  the 
interest  of  expedition,  in  that  it  removed  a  species  of  appeal  which 
suspends  a  decision  of  this  Commission  and  tends  to  delay  relief  to 
the  consumer's." 

The  Legislature  adjourned  without  action  upon  any  of  these  matters. 

310 — Valuation. 

The  companies  under  investigation  purchase  all  the  gas  distributed  by 
them  from  the  Brooklyn  Union  Company.  Because  of  the  close  con- 
nection between  these  companies  and  the  parent  company,  the  Com- 
mission feels  free  to  determine  a  reasonable  rate  for  gas  sold  to  the 
distributing  companies,  disregarding  any  arrangements  fixing  the 
present  uniform  rate  of  50  cents.  The  rate  to  the  customer  is  thus 
made  up  of  the  estimated  cost  to  the  Brooklyn  Union  Company  of 
the  gas  supplied  the  distributing  companies,  including  a  fair  return 
on  the  capital  used  in  supplying  gas  to  these  companies,  plus  the 
estimated  cost  of  distribution,  including  a  fair  return  on  the  value  of 
the  property  of  the  distributing  companies.  In  the  Newtown  case  a 
charge  of  85  cents  per  thousand  cubic  feet  is  found  to  be  reasonable, 
considering  40  cents  as  a  reasonable  purchase  price  to  be  paid  the 
parent  company.  A  rate  of  95  cents  per  thousand  cubic  feet  is  found 
reasonable  to  be  charged  by  the  Woodhaven  Gas  Light  Company  and 
the  other  two  companies  operating  in  the  Fourth  Ward  of  Queens, 
considering  43  or  44  cents  as  a  reasonable  purchase  price  to  be  paid  the 
parent  company. 

315.1— Going  Value. 

The  treatment  of  the  element  of  going  value  by  the  Commission  in  these 
investigations  is  shown  in  the  following  discussion  taken  from  the 
Woodhaven, Gas  case: 

"We  must  now  consider  the  question  of  'going  value',  which  must  be 
determined  before  rates  can  be  established.  In  accordance  with  the 
decision  of  the  highest  court  of  this  state  (People  ex  rel.  Kings 
County  Lighting  Co.  v.  Willcox,  et  al.,  210  N.  Y.  479),  (5  Rate 
Research  18)  a  public  utility  company  is  entitled  to  a  fair  return  on 
its  investment  from  the  start,  and  early  deficiencies  in  a  fair  return 
must  be  made  good  through  later  returns.  The  question,  therefore, 
is  whether  or  not  the  companies  have  had  a  fair  return  throughout 
the  period.     The  record  in  this  case  shows  clearly  the  initial  outlay 
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of  the  Brooklyn  Union  Gas  Company  for  the  acquisition  of  the 
Fourth  Ward  companies  and  the  additional  capital  advanced  to 
them  from  time  to  time.  The  policy  of  the  Brooklyn  Union  Gas 
Company  has  been  to  withdraw  only  a  part  of  the  profits  of  the 
subsidiary  companies;  it  has  preferred  to  leave  the  remainder  in 
the  business  to  be  reinvested  in  property.  In  effect,  it  has  taken  its 
profits  partly  in  interest  on  capital  advanced  and  partly  in  extensions 
of  its  property. 

"To  determine  whether  a  fair  return  has  been  earned  throughout,  the 
following  method  has  been  adopted.  The  original  investment  is 
made  the  starting  point.  To  this  is  added  new  capital  advanced  to 
the  subsidiaries  by  the  Brooklyn  Union  Company  during  the  year. 
On  the  total  average  investment  for  the  year  a  fair  rate  of  return  is 
allowed.  From  the  amount  of  return,  there  are  deducted  interest 
payments;  the  remainder  is  added  to  the  investment.  In  this  way 
any  deficiency  in  the  amount  of  fair  return  is  treated  as  part  of  the 
investment.  The  calculation  along  these  lines  is  repeated  year  by 
year.  The  amount  arrived  at  at  the  close  of  any  year  measures  the 
entire  investment  in  the  business,  including  deficiency  in  a  fair 
return,  if  any.  The  investor  should  have  the  amount  shown  by  the 
calculation  in  the  form  of  undepreciated  property.  If  he  has  less, 
then  he  has  not  received  a  fair  return  on  his  investment  throughout 
the  period,  and  he  may  justly  claim  an  allowance  for  'going  value'. 
If  the  property  is  greater  than  the  amount  of  his  investment,  then  he 
has  received  more  than  a  fair  return  for  the  period  in  which  his 
capital  has  been  put  to  public  uses,  and  no  allowance  should  be 
made  for  'going  value'. 

"The  doctrine  of  'going  value',  as  expounded  in  the  Kings  County 
Lighting  Company  case,  contemplates  that  a  public  utility  be,  in 
effect,  guaranteed  a  fair  rate  of  return  by  the  public,  and  that 
deficiencies  in  any  year  be  made  good  to  the  company  in  subsequent 
years.  The  investor  is  protected  in  his  income,  the  risks  assumed 
by  him  are  minimized.  The  rate  of  return  to  which  he  is  entitled 
should  reflect  the  safety  and  high  degree  of  security  of  the  invest- 
•ment.  This  is  only  fair  to  the  public.  A  rate  of  six  per  cent  under 
these  conditions  is  reasonable,  and  seven  per  cent  is  generous.  A 
calculation  at  the  rate  of  six  per  cent  indicates  an  investment  in  the 
Fourth  Ward  companies  to  the  close  of  1913  amounting  to  $1,042,660. 
A  similar  calculation  at  the  rate  of  seven  per  cent  indicates  an 
investment  of  $1,179,722.  These  figures  make  allowance  for  any 
deficiencies  in  return  which  may  not  have  been  made  good. 

"The  valuation  for  the  property  here  indicated  is  $1,170,000.  This 
figure  excludes  certain  property  owned  by  the  Fourth  Ward  companies, 
but  not  used  in  their  operations,  valued  bv  the  companies'  witness 
at  $22,000.  The  total  value  of  the  property  is  thus  $1,190,000. 
Comparison  of  the  investment,  as  calculated,  and  the  valuation  of 
$1,190,000  here  indicated  proves  that  the  Brooklyn  Union  Gas 
Company,  as  the  owner  of  the  Fourth  Ward  Companies,  has  had 
throughout  a  return  of  approximately  seven  per  cent.     If  account 
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were  taken  of  the  profits  to  the  Brooklyn  Union  Gas  Company 
arising  from  the  overcharge  on  gas  supplied  to  the  Fourth  Ward 
companies,  the  actual  return  would  be  even  higher.  Part  of  its 
return  the  Brooklyn  Union  Gas  Company  has  taken  in  interest,  the 
re^t  it  has  taken  in  the  form  of  additions  to  its  property.  Early 
deficiencies  in  the  rate  of  return,  if  any,  have  been  made  good. 
There  is  accordingly  no  basis  for  an  allowance  for  'going  value'  ". 
In  the  Newtown  case  it  is  also  found  that  the  company  has  received 
adequate  returns  and  no  allowance  is  made  for  going  value  in  that  case. 

314— Overhead  Charges. 

The  Newtown  Gas  Company  claimed  an  allowance  of  20  per  cent  for 
contractor's  profits,  engineering,  administration,  contingencies  and 
incidentals,  and  in  addition  about  12  per  cent  for  preliminary  and 
development  expenses,  which  cover  interest  during  construction,  taxes 
during  construction,  organization  expenses  and  other  development 
items.  The  opinion  discusses  the  matter  of  allowance  for  overhead 
charges  as  follows : 

"I  took  occasion  in  the  Bronx  Gas  and  Electric  Light  Company  case 
(No.  1667)  [8  Rate  Research  67,  69],  to  protest  against  the  arbitrary 
and  what  seemed  to  me  grossly  excessive  allowance  for  these  items, 
not  because  it  was  so  important  in  that  case,  but  because  it  seemed 
to  me  the  Commission,  by  making  this  allowance  arbitrarily,  was 
setting  a  premium  on  the  destruction  of  books  and  records  of  com- 
panies involved  in  rate  cases.  In  the  later  cases  before  the  Com- 
mission, where  the  actual  figures  have  been  available,  no  such 
allowance  has  seemed  warranted.  If  any  allowance  is  to  be  made, 
there  must  be  some  ground  for  it.  If  the  circumstances  are  such  as 
to  warrant  the  belief  that  the  original  costs  shown  or  appraisals  made 
are  sufficient  to  include  these  items,  then  no  allowance  whatever 
should  be  made. 
314.44^Contractor's  Profit. 

"The  claim  made  for  an  allowance  for  contractor's  profits  rests  on  the 
assumption  that  the  contractor  performs  a  real  service  in  providing  a 
supervisory  and  clerical  staff,  an  organization  and  equipment, 
and  in  general  facilities  for  the  work  of  construction  superior  to  those 
of  the  company.  His  profit  is  intended  to  cover  the  expense  incurred 
over  and  above  the  bare  cost  of  material  and  labor. 
"The  services  of  the  contractor  are  called  in  on  the  theory  that  it  is 
cheaper  to  have  the  work  performed  by  him  than  for  the  company  to 
undertake  construction  itself.  It  is  assumed  that  he  can  get  lower 
prices  for  material  and  labor  and  enjoys  economies  through  carrying 
on  work  on  a  large  scale.  Otherwise  there  is  no  justification  for 
employing  a  contractor.  Where,  however,  the  work  is  actually  done 
by  the  company,  the  company  necessarily  provides  the  organization 
and  equipment,  and  itself  incurs  the  expenses  which  the  contractor 
would  bear.  These  expenditures  necessarily  appear  on  the  books. 
Where  a  valuation  follows  closely  the  actual  conditions  under 
which  a  plant  was  built  up,  adopts  the  labor  and  material  costs 
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incurred  in  piecemeal  construction,  and  all  other  expenditures 
actually  made,  it  is  absurd  to  claim  that  to  these  actual  expenditures 
there  should  be  added  a  hypothetical  contractor's  profit.  It  is 
palpably  inconsistent  to  assume  costs  as  high  or  higher  than  the 
actual  costs  to  the  company  and  still  claim  that  an  allowance  should  be 
made  for  contractoK's  profits  on  the  theory  that  reproduction  would 
be  done  through  a  general  contractor. 

"This  view  is  accepted  by  this  Commission  and  is  embodied  in  the 
contracts  drawn  by  this  Commission  for  the  construction  of  the  great 
Dual  Subway  System  which  have  been  proclaimed  as  the  last  word 
in  equity  and  fairness.  It  is  there  clearly  set  forth  that  wherever 
the  work  is  done  by  the  company,  no  contractor's  profit  should  be 
allowed  to  the  company  on  the  work  done. 

"In  the  Newtown  case,  the  property  was  constructed  and  put  into  use 
gradually  and  piecemeal  without  resorting  to  contractors  as  a  general 
rule;  and  where  contractors  were  employed,  the  cost  was  shown  in 
the  l3ooks  and  has  been  considered  in  the  gas  engineer's  valuation. 
For  example,  the  largest  single  item  of  construction  in  the  Newtown 
property  was  the  holder  station,  involving  an  outlay  of  approximately 
$800,000,  of  which  one-third  is  chargeable  to  the  Newtown  company. 
This  enormous  holder  was  constructed  under  contract  and  in  the 
valuation  of  the  gas  engineer,  the  contract  price  was  made  the  basis, 
allowances  being  added  for  the  services  of  the  employees  of  the 
company  and  the  expenditure  made  by  the  company  for  engineering 
and  inspection,  material  and  labor  supplied  by  the  Newtown  Com- 
pany in  connection  with  the  erection  of  this  holder.  To  add  to  this 
contract  price,  the  general  contractor's  profit,  would  be  the  height 
of  absurdity. 

"As  regards  other  overhead  expenses,  allowances  should  be  based  on 
actual  expenditures,  and  not  on  theories  as  to  what  such  expenses 
might  be.  I  contend  that  the  cost  of  the  Newtown  property  is 
shown  by  the  books  of  the  Newtown  Company,  that  the  amounts 
expended  have  been  charged  either  to  capital  or  to  operating  ex^ 
penses.  The  only  exception  here  is  interest  during  construction, 
such  interest  not  being  differentiated  on  the  books,  from  other 
interest.  For  this  item  allowance  should  be  made.  No  extrav- 
agant amounts  or  percentages  can  be  allowed  for  organization 
expense,  when  the  actual  expenditure  was  trifling  and  charged  off 
against  profits.  Neither  can  an  allowance  be  made  for  promotion 
expense,  this  company  having  been  financed  throughout  by  its 
present  owner." 

318— Working  Capital. 

The  company  asked  for  an  allowance  of  $151,000  for  working  capital, 
based  on  the  net  current  assets  deducting  therefrom  current  liabilities. 

The  opinion  says: 

"The  actual  current  assets  do  not,  by  any  means,  invariably  indicate 
the  necessary  amount  of  working  capital.     The  chief  item  included 
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under  current  assets  is  customers'  accounts,  gas  sold  but  not  paid 
for.  It  is  figured  at  the  selling  price  and  includes  profits  and  re- 
serves which  require  no  actual  expenditure.  If  from  the  company's 
figure  is  eliminated  the  profits,  both  to  the  Newtown  and  to  the 
Brooklyn  Union  Company,  and  reserves  set  aside  which  involve  no 
cash  outlay,  the  amount  would  be  reduced  by  about  $41,000. 

"The  actual  outlay  for  working  capital  may  be  determined  by  tak- 
ing account  of  the  company's  operating  expenses.  The  charges  of 
the  Newtown  Company  for  distribution  expenses  and  one-third  of  the 
holder  expense  was  less  than  $210,000.  The  balance  sheet  for  the 
close  of  the  year  indicates  that  after  a  heavy  month  of  consumption, 
unpaid  bills  amount  to  about  one  month's  sales.  Allowing  for  gas 
delivered  to  customers  but  not  yet  metered  or  billed,  the  amount 
involved  would  not  be  more  than  two  months'  operating  expenses, 
or  about  $35,000.  The  manufacturing  cost  of  gas  to  the  Brookl}Ti 
Union  Company  at  the  holder  with  general  expenses  added  for  two 
months'  supply  to  the  Newtown  would  not  exceed  $45,000  to  $50,000, 
making  a  total  of  about  $85,000  at  the  utmost.  With  allowances 
for  operating  supplies  and  for  pipe  stock  and  other  materials  used  for 
services  and  minor  extensions,  the  total  would  be  about  $110,000. 
This  takes  no  account  of  the  fact  that  part  of  the  expenses  and  ma- 
terials and  supplies  may  be  covered  by  unpaid  bills.  An  allowance 
of  about  $100,000  is  thus  fair  to  the  company. 

"The  same  amount  may  be  arrived  at  by  a  study  of  the  balance 
sheets  as  of  the  beginning,  middle  and  close  of  the  year  which  form 
a  part  of  the  record.  Outside  of  consumers'  deposits  the  current 
assets  exceed  the  current  liabilities  by  about  $115,000,  but  this 
includes  an  average  of  about  $30,000  of  profits  and  reserve  on  the 
books  of  the  Brooklyn  Union  and  Newtown  Companies  which  do 
not  involve  cash  outlays.  The  net  expenditure  of  capital  involved 
in  the  current  assets  is  less  than  $100,000,  which  sum  would  more 
than  take  care  of  the  investment  in  the  current  assets  shown  on  the 
books." 
340 — Rate  of  Return. 

It  is  estimated  that  the  95  cent  rate  found  to  be  reasonable  in  the  Wood- 
haven  Gas  case  would  yield  a  return  of  6.91  per  cent  in  1914  and  7.24 
per  cent  in  1915  and  7.62  per  cent  in  1916.  In  the  Newtown  case  the 
85  cent  rate  is  estimated  to  yield  a  return  of  7  per  cent  on  all  property 
devoted  to  public  service  for  supplying  gas,  9  per  cent  on  the  actual 
cost  of  the  property  and  12  i3er  cent  on  the  Brooklyn  Union  investment. 

INDIANA 

315.1 — Going  Value. 

Indianapolis  Telephone  Company,  et  al.,  Application  for  Approval  of 
the  Merger  of  Telephone  Companies.  Decision  of  the  Indiana  Public 
Service  Commission,  Granting  the  Application.     May  3,  1916. 

In  the  valuation  of  the  telephone  properties  for  the  purpose  of  the 
merger,  the  Commission  added  8  per  cent  of  the  value  of  the  physical 
property  for  going  value. 
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REFERENCES 

RATES 

540 — Minimum  Charge. 

Reasonableness  and  Legal  Right  of  the  "Minimum  Charge"  in 
Public  Utility  Services,  by  Samuel  S.  Wyer.  July  1,  1916. 
Pamphlet,  113  pages. 

The  compilation  showing;  the  use  of  the  "minimum  charge"  in  public  utility  rate 
schedules  was  submitted  to  Hon.  Thos.  J.  Flanneiiy,  District  Court  of  Montgomery 
County,  Independence,  Kansas,  in  the  matter  of  "devising  an  equitable  rate 
schedule  for  the  Kansas  Natural  Gas  Company,  to  comply  with  the  opinion  of  the 
District  Court  of  the  United  States,  under  date  of  June  3,  1916."  The  fundamental 
principles  underlying  the  fixing  of  a  minimum  charge  are  set  forth,  largely  by 
quotations  from  the  decisions  of  regulating  commissions,  and  it  is  shown  that: 
(1)  The  "minimum  charge"  doctrine  has  become  a  fixed  part  of  American  Public 
Utility  jurisprudence,  (2)  A  "minimum  charge"  is  necessary  to  prevent  dis- 
crimination and  compel  each  class  of  consumers  to  pay  for  the  service  they  are 
receiving,  and  the  cost  they  are  incurring,  and  (3)  There  are  ample  precedents  for 
making  the  "minimum  charge"  proportional  to  the  size  of  the  consumer's  meter, 
or  the  consumer's  possible  demand  for  service.  A  list  is  given  of  minimum  charges 
fixed  by  regulating  commissions  for  electric,  gas,  natural  gas,  and  water  com- 
panies, and  a  further  list  is  given  of  minimum  charges  in  existing  rate  schedules 
of  such  companies  which  have  not  been  formally  passed  upon  by  commissions. 


INVESTMENT  AND  RETURN 

310— Valuation. 

Value  for  Rate-Making,  by  Henry  Floy.  1916.  McGraw-Hill 
Book  Company,  New  York.     Pages  322,  plus  VIII.     Price  .^4.00. 

This  work  is  supplementary  to  the  author's  "Valuation  of  Public  Utility  Proper- 
ties." It  takes  up  in  some  detail  the  placing  of  value  upon  the  property  for  rate- 
making,  as  distinguished  from  valuations  for  financing  or  other  purposes.  Many 
disputed  questions  are  handled  in  a  conspicuously  clean-cut  way,  although  some 
will  doubtless  not  agree  with  the  writer  in  some  of  the  conclusions  he  reaches. 

A  very  enlightened  discussion  on  "Overhead  Charges"  is  given,  in  which  com- 
parisons are  made  of  a  number  of  cases  where  specific  percentages  have  been 
allowed  by  commissions.  It  is  shown  clearly  that  the  12%  and  1.5%  for  so-called 
overhead  costs  allowed  by  the  Wisconsin  Commission,  for  instance,  really  repre- 
sents a  very  much  larger  figure  when  computed  on  the  basis  used  in  other  parts 
of  the  country.  Some  instances  are  given  where  the  ultimate  figure  exceeds  30%. 
"Contractor's  Profit"  and  the  frequently  slighted  subject  of  "Omissions  and 
Contingencies"  come  in  for  their  share  of  attention  in  this  regard. 

The  subject  of  "Financing,"  and  particularly  that  of  "Bond  Discounts,"  is  taken 
up  at  some  length,  Mr.  Floy's  argument  being  that  no  allowance  for  rate-making 
should  be  made  on  account  of  bond  discount.  This  is  on  the  theory  that  the 
return  on  the  investment  should  be  sufficient  to  amortize  all  bond  discounts  before 
the  maturity  of  the  bonds. 

"Going  Value"  is  given  extensive  treatment,  the  burden  of  the  argument  being 
that  it  is  virtually  impossible  for  a  regulating  body  to  avoid  allowing  value  for 
this  intangible  element.  It  is  to  be  regretted  that  a  table  of  "Going  Values," 
taken  from  the  American  Water  Works  Association,  contains  a  number  of  serious 
typographical  errors. 
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Mr.  Floy,  under  the  heading  of  "Fundamentals  in  Valuation"  makes'clearThis 
belief  that  it  is  manifestly  unfair  to  deduct  depreciation  where  no  depreciation 
reserve  fund  has  been  accumulated.  He  reasons  that  such  a  procedure  would  be 
ex  post  facto,  and  would  deprive  a  corporation,  without  due  process  of  law,  of  a 
part  of  the  value  of  its  property. 


MUNICIPALITIES 

I 

830 — Public  Ownership. 

"The  Missing  Link",  by  E.  Burt  Fenton.  Paper  Read  Before  the 
Ohio  Electric  Light  Association,  Sandusky,  Ohio.  July^  19,  1916. 
Pamphlet,  9  pages. 

The  article  urges  the  need  of  a  movement  to  bring  the  people  back  to  an  under- 
standing of  the  basic  difference  between  Government  and  Business,  and  to  the 
necessity  of  keeping  each  in  its  proper  place.  Neither  can  do  the  work  of  the 
other.  "When  Government  engages  in  business,  or  Business  undertakes  to  govern, 
the  whole  machinery  of  both  gets  out  of  gear,  and  everybody  suffers."  Business 
is  compared  to  a  chain  with  three  independent  links — -Investment,  Production 
and  DistributioQ  or  Selling.  Anything  that  involves  the  distribution  of  a  product 
by  the  process  of  Selling,  is  a  matter  of  Business.  Whatever  the  product,  people 
must  be  persuaded  to  buy.  It  cannot  be  forced  upon  them.  Government  has  no 
equipment  for  persuasion — no  selling  organization.  This  the  author  considers  as 
the  "Missing  Link."  It  is  possible  to  operate  a  municipal  water  utility  without 
getting  into  financial  difficulties.  Water  is  an  elemental  necessity  of  life  and 
where  the  people  are  dependent  upon  the  municipal  plant  the  product  is  forced 
upon  the  consumer,  not  sold.  Other  forms  of  public  service  are  different.  The 
private  company  operating  an  electric  plant  gets  out  and  hustles  for  business. 
The  best  selling  skill  available  is  kept  working  for  increased  sales.  This  is  essen- 
tial to  the  development  of  the  business — to  good  service  at  reasonable  rates. 
This  essential  part  of  the  business  of  the  electric,  gas  and  quick  transportation 
companies  is  not  taken  care  of  in  the  municipally  or  governmentally  operated 
utility. 

COURT  DECISION  REFERENCES 

129^Default  in  Public  Service. 

Johnson  v.  Pacific  Pow^r  and  Light  Company.  Decision  of  the 
SuFREME  Court  of  Washington.     April  1,  1916.     156  Pac.  530. 

Action  Avas  brought  against  the  public  service  corporation  for  the  purpose  of 
recovering  damages  alleged  to  have  been  caused  by  shutting  off  the  appellant's 
supply  of  water.  The  lower  court  appears  to  have  held  the  view  that  this  is  a 
case  in  which  the  Public  Service  Commission  would  have  exclusive  jurisdiction. 

The  Supreme  Court  says: 

"In  this  case  the  appellant  is  seeking  damages  for  an  alleged  wrongful  act 
of  the  respondent  with  which  the  Public  Service  Commission  has  nothing  to 
do.  In  this  case,  also,  there  is  no  charge  of  any  discrimination  in  rates,  but 
a  charge  of  an  arbitrary,  imjust,  and  illegal  demand  from  the  respondent  and 
of  an  unjust  method  of  the  enforcement  thereof,  for  an  excessive  payment  for 
an  alleged  quantity  of  water  not  used  by  appellant." 

The  lower  court  is  instructed  to  overrule  the  demurrer  to  the  consumer's  complaint. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

LEXINGTON,  KENTUCKY 

112.5 — Ordinance  Rates. 

City  of  Lexington,  Kentucky  (Pop.  35,099),  Electric  Energy 
Franchise  Ordinance  Adopted  by  Board  of  Citv  Commissioners,  July 
10,  1916. 

An  ordinance  was  adopted  by  the  City  of  Lexington  providing  for  the 
sale  of  a  franchise  authorizing  the  purchaser  to  furnish  electric  service 
in  the  city.  The  franchise  is  to  be  sold  on  or  before  December  31, 
1916,  to  the  highest  bidder,  purchase  price  to  be  not  less  than  $10,000. 
Representatives  of  the  Lexington  LTtilities  Company  have  been  in 
conference  with  representatives  of  the  city  in  the  drafting  of  the  fran- 
chise. This  Company,  which  has  been  furnishing  service  in  the  City, 
is  expected  to  be  the  only  bidder  on  the  franchise. 

The  franchise  fixes  the  maximum  rates  to  be  charged  by  the  company 
and  is  granted  for  a  term  of  20  years.  Provision  is  made  for  rate  revision 
after  hearing  before  the  Board,  at  which  hearing  consumers  and  the 
company  may  be  represented. 

Such  changes  in  rates  are  not  to  be  made  prior  to  July  1,  1920,  and 
shall  not  be  made  except  between  January  and  July  first  of  the  years 
1920,  1924,  1928  and  1932.  The  section  of  the  franchise  fixing  rates 
reads  as  follows: 

"The  company  shall  not  on  and  after  November  1,  1916,  charge, 
receive  or  collect  a  greater  rate,  charge  or  compensation  than  as 
follows: 

Residence  Service,  9  cents  per  kilowatt  hour. 

Commercial  Lighting  with  incidental  power  units  included,  such 
power  units  not  to  exceed  one-half  kilowatt  each. 
8|  cents  per  kilowatt  hour. 

Power,  excluding  current  for  lighting,  8  cents  per  kilowatt  hour. 

Breakdown  or  Auxiliary  Service  to  private  electric  plants. 

$10.00  per  annum,  per  kilowatt  of  demand,  the  rate,  charge  or 
compensation  for  energy  ))eing  the  rate,  charge  or  compensation 
duly  authorized  and  lawfully  in  force  to  customers  using  energy 
for  similar  purposes  and  in  similar  quantities. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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Prompt  Payment  Discount. — Provided,  that  when  the  bill  for 
service  is  paid  within  10  days  after  said  bill  is  mailed  or  delivered 
to  a  customer,  the  company  shall  not  charge,  receive  or  collect  a 
greater  rate,  charge  or  compensation  than  the  aforesaid  amounts 
for  the  aforesaid  service  less  a  discount  of  10  per  cent. 

Minimum  Charge. — And  provided  further,  that  when  the  bill  for 
service  for  any  month  shall  be  less  than  one  dollar  (SI. 00)  according 
to  the  rates  duly  authorized  and  lawfully  in  force,  the  company 
may  charge,  demand  and  collect  a  minimum  amount  not  to  exceed 
$1.00  for  the  service  rendered  during  that  month;  except  that  in 
the  case  of  the  customers  receiving  energy  for  power,  the  minimum 
amount  that  may  be  charged,  demanded  or  collected  shall  not 
exceed  $1.00  per  horsepower  for  a  connected  installation  of 
three  horsepower  or  less  and  50  cents  for  each  additional  horse- 
power. 

The  complete  schedules  of  the  company  are  to  be  filed  with  the  Board 
and  kept  open  for  public  inspection. 


COMMISSION  DECISIONS 

MAINE  ' 

129.1 — Discrimination. 

WiscASSET  Water  Company,  Application  For  Approval  of  a  Contract 
Between  the  Company  and  the  Town  of  Wiscasset.  Decision  of  the 
Maine  Public  Utilities  Commission,  Withholding  Approval  Because 
of  Provision  For  Free  Service  to  the  Town.     June  6,  1916. 

The  contract  as  drawn  up  between  the  company  and  the  town  for  the 
supplying  of  water  in  the  town  provides  for  free  service  to  certain 
schools.     The  Commission  says: 

"Many  people  think  that  if  a  water  company  can  be  induced  or 
forced  to  make  a  low  price  to  a  town  for  water  to  be  used  for  fire 
protection,  or  give  water  for  other  municipal  purposes,  the  to^vn  and 
its  citizens  have  been  financially  benefited.  This  is  now  regarded 
as  a  proven  fallacy.  Each  water  company  must  receive  for  its  aggre- 
gate service  to  the  whole  public  an  amount  sufficient  to  pay  all  its 
fixed  charges  and  expenses,  and  something  more  as  a  fair  return  on 
capital  invested.  If  it  renders  its  service  to  a  certain  group  free  or 
at  less  than  cost,  it  must  charge  its  remaining  customers  an  amount 
greater  than  would  be  the  case  if  all  contributed  equally.  Gifts 
by  public  utilities  are  wrong  in  principle,  because  they  involve  dis- 
crimination; they  should  not  be  permitted  except  in  demonstrable 
cases  of  charity  and  benevolence;  and  they  surely  have  no  legitimate 
place  in  a  contract. 
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"A  contract  which  contained  Article  5  (providing  for  the  free  service 
in  question)  would  very  probably  be  held  void  on  account  of  its 
being  against  public  policy.  By  'public  policy'  is  meant  that  princi- 
ple of  the  law  which  holds  that  no  subject  can  lawfully  do  that  which 
has  a  tendency  to  be  injurious  to  the  public  or  against  the  public 
good.  As  was  said  in  Beasly  v.  Texas  &  Pacific  Railway  Company, 
191  U.  S.  492: 

"  'But  the  very  meaning  of  public  policy  is  the  interest  of  others  than 
the  parties,  and  that  interest  is  not  to  be  at  the  mercy  of  the  de- 
fendant.' 

"In  the  present  case,  the  town  (in  its  corporate  capacity)  and  the 
company  are  not  the  only  interested  parties;  each  customer  is  inter- 
ested and  has  a  right  to  insist  that  the  company  and  the  town  be  not 
permitted  to  contract  to  disobey  the  law. 

"As  before  stated,  the  importance  of  this  matter,  in  dollars  and  cents, 
is  very  small.  But  the  principles  involved  are  far  reaching  and  basic. 
We  cannot  approve  the  contract  in  its  present  form." 

KANSAS 

224.5 — Rates  Fixed  by  Contract. 

American  Independent  Telephone  Company,  Application  For  Per- 
mission to  Abrogate  Certain  Contracts  Naming  Rates  Lower  than  the 
Published  Tariffs.  Decision  of  the  Kansas  Public  Utilities  Commis- 
sion, Requiring  that  the  Company  Charge  Only  Rates  in  the  Published 
Tariffs.     April  27,  1916. 

The  company  has  at  various  times  entered  into  contracts  with  indi- 
vidual subscribers  agreeing  to  furnish  service  at  less  than  its  regular 
published  schedule  of  rates  and  to  give  other  preferential  service.  The 
company  in  its  petition  to  the  Commission  asked  that  it  be  permitted 
to  disregard  these  special  contract  provisions  and  charge  all'  subscribers 
at  its  regular  published  rates. 

The  Commission  finds  that  the  petitioner  should  be  required  to  charge 
all  subscribers,  including  parties  to  the  special  contracts,  the  same 
rates  for  similar  service  in  accordance  with  its  published  schedules. 

The  Commission  says: 

"It  is  the  opinion  of  this  Commission  that  it  has  the  power  under 
the  Public  Utilities  Act  to  fix  rates  and  regulate  the  service  of  public 
utilities,  even  though  by  so  doing  prior  contracts  entered  into  by  such 
utilities  and  their  subscribers  be  abrogated  and  set  at  naught.  The 
law  does  not  give  the  Commission  authority  to  abrogate  or  set  aside 
a  contract,  but  the  general  power  conferred  upon  the  Commission 
in  the  Act  authorizes  it  to  disregard  such  contracts  in  its  control 
of  public  utilities.  All  the  contracts  herein  involved  are  in  fact  con- 
tracts fixing  rates  and  regulating  service,  and  it  is  a  generally  recog- 
nized proposition  that  any  contract  that  a  public  utility  may  make 
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governing  rates  for  future  ser\ice  is  made  subject  to  the  State's 
power  to  regulate  such  rates  and  service. 

"The  petitioner  herein  is  a  telephone  utility  whose  rates  and  service 
are  subject  to  the  control  of  the  legislative  branch  of  the  State 
government,  and  even  though  such  utility  should  enter  into  a  con- 
tract with  a  patron,  fixing  rates  and  service,  valid  at  the  time  it  was 
made,  such  contract  is  not  protected  by  the  Constitution  of  the 
United  States." 


NEW  YORK 

224.5— Rates  Fixed  by  Contract. 

Woodruff  Hotel  Company  v.  New  York  Telephone  Company, 
Complaint  Regarding  Discontinuance  of  Contract  Rate.  Decision  of 
New  York  Public  Service  Commission  (2  D),  Approving  of  the 
Substitution  by  the  Company  of  the  Regular  Published  Rate.  June  6, 
1916. 

Telephone  service  has  been  furnished  the  petitioner  under  a  special 
contract  for  a  number  of  years,  first  by  the  Central  New  York  Telephone 
and  Telegraph  Company  and  later  by  the  New  York  Telephone  Com- 
pany. The  latter  Company  declined  to  furnish  further  service  except 
at  its  regular  published  tariffs  for  the  class  of  service  in  question.  The 
petitioner  alleges  that  the  new  rates  are  excessive  as  compared  with 
the  contract  rate.     The  Commission  says: 

"The  disparity  between  the  old  and  new  rates  no  more  tends  to 
show  that  the  new  rate  is  abnormally  high  than  that  the  old  rate  was 
abnormally  low.  As  a  matter  of  fact,  the  old  rate  established  under 
former  competitive  conditions  without  safeguards  against  discrimi- 
nation appears  to  the  Commission  to  have  been  abnormally  low. 
There  is  no  basis  in  this  record  for  finding  that  the  general  hotel 
private  branch  exchange  tariffs  are  excessive,  and  in  demanding 
payment  in  accordance  with  such  tariffs  the  telephone  company  is 
only  performing  its  duty." 


PENNSYLVANIA 

226.2 — Extension  of  Service. 

Black  v.    Garrett  Electric   Light,    Heat  and   Power   Company, 

Complaint  Protesting  Against  the  Exaction  of  a  Rate  Higher  Than 

That   Fixed    by    Special   Contract.     Decision   of   the   Pennsylvania 

Public   Service   Commission,   Dismissing  the  Complaint.     June   29, 

1916. 

The  complainant,  who  lives  about  one  and  one-quarter  miles  from  the 

boundary  line  of  the  Borough  of  Garrett,  in  which  the  respondent  is 
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furnishing  service,  entered  into  a  contract  with  the  predecessor  of  the 
respondent  company  whereby  the  complainant  l)uilt,  at  his  own  expense, 
the  necessary  pole  line  from  the  boundary  of  the  borough  to  his  dwelling' 
house,  and  the  company  undertook  to  furnish  him  with  electricity  at 
6  cents  per  kilowatt  hour.  The  respondent  company  now  proposes  to 
charge  the  regular  rate  of  10  cents  per  kilowatt  hour.  The  complainant 
opposes  any  increase  above  the  contract  rate. 

The  Commission  says: 

"The  contract  seems  to  be  indeterminate  and    therefore    voidable 
(Turtle  Creek  vs.  Pennsylvania  Water  Company,  243  Pa.  415)." 

The  complainant  urges,  however,  that  his  investment  in  the  pole  line 
entitles  him  to  special  consideration.  The  Commission  discusses  the 
merits  of  this  contention  as  follows: 

"It  does  not  seem  that  the  Complainant's  position  is  tenable.  He 
elects  to  dwell  in  a  municipal  subdivision  not  favored  by  the  existence 
of  an  electric  company,  and  at  a  point  more  than  a  mile  from  the 
boundary  line  of  a  municipality  which  can  support  a  utility.  His 
proposition  is  that  this  adjoining  public  service  company  whose  total 
investment  is  $7,850  make  an  additional  investment  in  its  trans- 
mission system  amounting  to  an  increase  of  five  per  cent,  of  its 
present  capital  to  supply  a  single  customer  whose  average  monthly 
consumption  is  65  kilowatts  [kilowatt-hours],  and  the  annual  revenue 
from  whom  at  10  cents  per  kilowatt  [kilowatt-hour]  would  be  S78.00. 
If  the  company  allowed  itself  a  fair  rate  of  interest  on  upwards  of 
$400  and  a  reasonable  allowance  for  depreciation,  made  the  usual 
outlays  for  inspection,  repairs  and  maintenance,  there  would  remain 
little,  if  any  return  for  production  and  transmission  to  the  borough 
line.  It  does  not  seem  a  provident  undertaking  from  the  angle  of 
vision  of  either  the  stockholder  or  the  other  patrons  of  the  company. 

"The  fallacy  of  the  Complainant's  position  is  that  he  expects  the  same 
treatment  as  that  accorded  to  the  other  customers  ot  the  Respondent's 
plant,  the  residents  of  the  Borough  of  Garrett.  Equal  rates  are 
charged  consumers  of  the  same  class,  because  the  conditions  and 
cost  of  service  are  approximately  the  same.  It  costs  just  as  much 
to  generate  and  carry  Complainant's  electric  supply  to  the  borough 
line  as  it  costs  to  deliver  the  same  ciuantity  to  any  consumer  in  the 
borough.  The  transmission  of  this  current  beyond  the  borough 
boundary  is  an  extra  expense.  We  think  it  unnecessary  to  enter  into 
a  discussion  at  this  time  of  all  the  implications  contained  in  the  power 
or  duty  to  supply  'adjacent  territory'  because  we  are  clear  that  it 
was  never  intended  that  such  service  be  furnished  at  a  loss. 

"Furthermore,  it  appears  from  the  testimony  that  the  pole  line  is  not 
located  on  a  legal  right-of-wa>'.  The  fact  that  the  Complainant  might 
at  any  time  withdraw  his  patronage  suggests  the  unwisdom  of  the 
company  acquiring  the  ownership  of  the  line.  The  case  is  an  ex- 
ceptional and  artificial  one,  in  that  the  Complainant  living  in  a  rural 
region  wants  a  costly  urban  facility'.     It  seems  plain   that  if  he 
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would  enjoy  this  luxury  he  should  pay  for  it,  firstly  whatever  anyone 
living  in  the  Borough  of  Garrett  would  pay,  and  "secondly,  any 
additional  expense  arising  out  of  the  exceptional  and  difficult  situ- 
ation in  which  he  is.  Therefore,  our  conclusion  is  that  he  should 
not  pay  less  than  the  regular  rate,  and  that  he  should  pay  at  least 
the  rate  provided  for  domestic  consumers  in  the  published  tariff. 
We  are  also  clear  that  the  company  should  not  acquire  the  pole  line." 

The  complaint  was  dismissed. 


WISCONSIN 

300 — Investment  and  Return. 

Kauffman  et  al.  v.  Hillsboro  Light  and  Power  Company,  Complaint 
as  to  Rates  for  Electric  Service.  Decision  of  the  Wisconsin  Railroad 
Commission,  Fixing  Rates.     February  4,  1916. 

310— Valuation. 

No  valuation  was  made  of  the  property  of  the  company  for  the  purposes 
of  this  case.  The  company  submitted  a  detailed  in^'entory  which 
totals  up  to  the  amount  shown  on  the  balance  sheet.  The  Commission 
says : 

"As  this  compares  favorably  with  the  investment  of  other  companies 
operating  in  communities  of  about  the  same  size,  we  have  accepted 
the  figures  shown  in  the  balance  sheet  as  the  cost  of  the  plant." 

540 — Minimum  Charge. 

The  company  had  in  effect  a  meter  rental  of  25  cents  per  month  and 
a  minimum  charge  of  50  cents  per  month.  The  Commission  states 
that  a  meter  rental  charge  is  "unjustifiable  when  the  fixed  charges  on 
the  meters  are  included  in  the  general  allowance  for  interest  and  profits 
as  the}'  are  in  this  instance."  A  minimum  charge  of  75  cents  per  meter 
per  month  is  found  to  be  reasonable  and  is  established  by  the  Com- 
mission. 


IDAHO 

300— Investment  and  Return. 

City  of  Coeur  D'Alene  v.  The  Interstate  Utilities  Company, 
Complaint  as  to  Rates  and  Service.  Decision  of  the  Idaho  Public 
Utilities  Commission,  Dismissing  the  Complaint.     April  1,  1916. 

The  complaint  alleged  that  the  defendant  company  was  without  a  valid 
franchise  from  the  city  of  Coeur  d'Alene  and  that  the  rates  were  ex- 
cessive and  the  service  poor. 
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228 — Franchises. 

The  Commission  states  that  the  question  as  to  the  validity  of  the  Com- 
pany's franchise  is  a  matter  over  which  it  has  no  jurisdiction  and  that, 
if  the  complainant  desires  any  relief  along  that  line,  it  must  seek  such 
relief  in  the  courts. 

310— Valuation. 

An  appraisal  of  the  property  was  made  by  the  company  and  one  by  the 
city.     The  decision  says: 

"These  appraisals  were  submitted  by  the  parties  with  little  or  no 
comment  and  no  criticism  by  either  party  as  to  the  valuation  of  the 
several  units  of  the  plant  placed  thereon  by  the  other,  thereby  leaving 
it  to  the  Commission  to  guess  which  of  the  valuations  is  the  more 
reasonable  and  .just. 

"The  great  discrepancies  in  these  appraisals  bring  home  most 
forcibly  the  necessity  of  the  Commission  having  its  own  engineering 
staff  so  that  it  may  have  the  benefit  of  an  unbiased  appraisal  of  its 
own  in  these  rate  cases." 

The  Commission  finds,  however,  that  it  is  not  necessary  to  determine  a 
definite  valuation  in  this  case,  for  it  appears  that  the  company  is  not 
earning  a  reasonable  return  upon  the  low  value  found  by  the  city.  The 
Commission  concludes  that  the  rates  are  not  excessive. 

362 — Accrued  Depreciation. 

It  was  claimed  by  the  city  that  a  deduction  should  be  made  from  re- 
production cost  new  for  accrued  depreciation.  In  this  connection,  the 
Commission  points  out  that  the  plant  is  in  first  class  condition,  as 
good  as  new,  and  capable  of  rendering  100  per  cent  efficient  service, 
and  the  Commission  concludes: 

"That  being  true  we  must  find  under  the  rule  announced  by  our 
Supreme  Court  in  the  case  of  Murrav  vs.  Public  Utilities  Commission, 
150  Pac.  57,  P.  U.  R.  1915  F-436  (7  Rate  Research  363),  that  no 
deduction  should  be  made  in  this  case  for  accrued  depreciation." 


INDIANA 

340— Rate  of  Return. 

Citizens  Co-Operative  Telephone  Company,  Application  For  Au- 
thority to  Increase  Rates.  Decision  of  the  Indiana  Public  Service 
Commission,  Adjusting  Rates.     May  9,  1916. 

In  the  investigation  to  determine  reasonable  rates  for  the  Citizens 
Co-Operative  Telephone  Company,  the  Commission  found  eight  per 
cent  to  be  a  proper  return  on  the  investment. 
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OREGON 


500— Rate  Practice. 


Home  Telephone  and  Telegraph  Company,  Application  For  Authority 
to  Change  Its  Rates.  Decision  of  the  Oregon  Public  Service  Com- 
mission, Authorizing  Certain  Changes  in  Rates.     May  16,  1916. 

In  commenting  upon  the  applicants'  request  for  permission  to  impose 
a  penalty  for  non-payment  of  bills,  the  Commission  says: 

"The  necessity  for  protection  of  a  utility  in  the  collection,  with  the 
least  expense  and  delay,  of  its  just  charges  is  fully  recognized  as  due 
both  to  it  and  to  the  honest  patron,  who  otherwise  would  be  called 
upon  to  make  good  the  dereliction  of  the  defaulting  customer." 

The  Commission  states,  however,  that,  inasmuch  as  the  service  in 
question  is  l:»illed  in  advance,  failure  to  make  prompt  payment  of  bills 
can  be  met  by  rules  and  regulations  regarding  the  furnishing  of  service. 

"Until  such  time  as  the  utility  can  show  it  has  exhausted  all  the 
remedies  it  now  possesses,  this  Commission  will  not  sanction  the 
imposition  of  a  cash  penaltv  for  failure  to  make  prompt  pavment  of 
bills."  '    • 

PENNSYLVANIA 

580— Terms  and  Conditions. 

Swo\^lanu  v.  People's  Natural  Gas  Company,  Alleging  Discrimina- 
tion in  Requiring  Certain  Patrons  to  Make  Deposit  Before  Furnishing 
Ser\ace.  Decision  of  the  Pennsylvania  Public  Service  Commission, 
Requiring  That  the  Rule  Regarding  Deposits  Be  Made  More  Specific. 
June  30,  1916. 

The  complainant,  who  was  a  stranger  to  the  company,  was  required  to 
make  a  deposit  before  receiving  service  while  certain  other  consumers 
who  were  old  patrons  of  the  company  and  who  had  always  paid  bills 
promptly,  were  furnished  similar  service  without  making  any  such 
deposit.  It  is  alleged  that  this  practice  is  discriminatory  in  that  a 
deposit  is  not  required  of  all  customers  alike.     The  Commission  says: 

"The  Respondent  is  not  departing  from  the  letter  or  spirit  of  the 
law  when  it  requires  a  deposit  from  only  those  who  are  not  known  to 
the  company  to  be  financially  responsible.  Service  is  rendered  under 
wholly  tlifferent  circumstances  where  the  applicant  is  not  a  stranger 
and  is  known  to  make  payments  of  his  obligations  promptly,  or 
where  he  owns  real  estate,  from  the  circumstances  obtaining  where 
the  prospective  consumer  is  unknown  or  for  some  reason  has  failed 
to  establish  his  personal  credit  in  the  community.  There  is  no 
undue  discrimination  existing  where  a  public  utility  makes  a  dis- 
tinction as  to  security  and  deposits,  but  the  rule  must  be  clear  and 
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explicit  so  as  to  afford  fair  treatment  to  all,  and  leave  nothing  to  the 
whim  or  caprice  of  the  manager  of  the  company  in  the  administra- 
tion of  the  rule." 

The  company  is  directed  to  amend  its  present  rule  on  deposits  "setting 
forth  under  what  circumstances  and  conditions  it  will  require  a  deposit 
or  security  from  its  consumers,  classifying  them,  if  need  be,  and  stating 
therein  the  amount  of  deposit  required  from  the  several  classes  of  con- 
sumers, and  specifying  what  circumstances,  if  any,  will  exempt  the 
consumer  from  the  operation  of  the  rule." 


PENNSYLVANIA 

580 — Terms  and  Conditions. 

Byrne  v.  Fayette  County  Gas  Company,  Complaint  Regarding 
Certain  Rules  and  Regulations.  Decision  of  the  Pennsylvania  Public 
Service  Commission,  Passing  Upon  the  Reasonableness  of  the  Rules 
in  Question.     June  30,  1916. 

Objection  was  made  to  the  practice  of  the  company  in  requiring  pros- 
pective consumers  to  sign  an  application  card  containing  certain  clauses 
which  permit  judgment  to  be  entered  "against  the  consumers  for  such 
sums  as  shall  be  due  and  payable  for  gas  with  or  without  declaration 
filed,"  and  under  which  the  benefit  of  all  exemption  laws  is  waived. 
The  Commission  says: 

"The  judgment  and  waiver  clauses  attached  to  the  application  card 
of  Respondent  are  not  in  keeping  with  the  spirit  and  letter  of  the 
Public  Service  Company  Law  which  prescribes  the  duties,  rights  and 
powers  of  the  Respondent  in  conducting  its  business.  Under  the 
provisions  of  that  Act  every  public  service  company  may  require 
advance  payments  whenever  it  may  deem  it  advisable  to  employ 
that  method  of  safeguarding  its  interests.  After  being  vested  with 
this  power  by  the  statute  under  which  it  operates,  a  utility  should 
not  be  permitted  to  continue  taking  advantage  also  of  the  remedy 
offered  by  a  judgment  clause  in  collecting  its  bills.  Such  a  practice 
cannot  be  sanctioned  under  the  Act.  The  Commission  is,  therefore, 
of  the  opinion  that  the  judgment  and  waiver  clauses  should  be 
stricken  from  the  tariff  of  the  Respondent  company." 

Complaint  was  also  made  against  the  practice  of  the  company  in  exact- 
ing a  guarantee  deposit  of  prospective  consumers,  who  are  not  known 
to  the  company  to  be  financially  responsible.  The  Commission  states 
that  under  the  public  ser\-ice  law  a  public  s(n-vice  company  may  require 
a  cash  deposit  whenexer  the  same  may  be  deemed  ad\isaljle. 

"The  following  is  the  rule  on  deposits  in  the  published  tariff  of  the 
Respondent: 

"  'Each  applicant  for  service  who  is  not  financially  responsible,  will 
be  required  to  deposit  with  the  company  a  sum  in  cash  sufficient  to 
secure  the  payment  of  probable  gas  bills  for  a  period  not  exceeding 
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sixty  days.  Refund  of  such  deposit  will  be  made  and  interest  paid 
thereon  in  accordance  with  receipt  containing  the  language  following.' 

"While  the  foregoing  rule  indicates  in  a  very  general  way  the  amount 
of  deposit  required  from  a  consumer,  it  fails  to  specify  a  definite 
amount  for  that  purpose.  It  is  the  duty  of  a  gas  company  to  publish 
the  specific  rates  in  its  tariff  which  it  will  charge  consumers  for  ser- 
vice, and  it  is  equally  enjoined  upon  it  to  set  forth  in  the  same  ex- 
plicit manner  the  advance  payment  which  it  will  require  when  it 
deals  with  the  question  of  deposits.  And  a  rule  in  which  the  amount 
of  deposit  is  based  upon  the  amount  of  the  probable  gas  bills  con- 
tracted in  a  certain  period  is  too  vague  and  indefinite  to  meet  that 
obligation  of  the  company. 

"In  its  application  of  the  rule  the  Respondent  took  the  average  bill 
for  sixty  days  consumption  in  the  Uniontown  district  as  a  proper 
figure  to  represent  the  probable  gas  bill  for  each  consumer  during 
that  period.  It  was  shown  that  the  average  bill  for  that  length  of 
time  amounted  to  $8.98,  for  which  the  gas  company  required  a  cash 
deposit  of  $10  from  consumers  that  are  designated  in  its  rule  as  'not 
financially  responsible.' 

"Under  this  method  of  determining  what  amount  of  deposit  shall  be 
required  from  the  consumer  the  small  user  who  makes  an  advance 
payment  must  pay  a  sum  more  or  less  in  excess  of  his  bill.  In  the 
case  of  Complainant  it  was  shown  that  his  bills  for  two  consecutive 
winter  months  amounted  practically  to  the  general  average  of  all 
domestic  consumers  in  the  district  and  he  was,  therefore,  not  charged 
an  excessive  amount.  But  in  so  large  a  body  of  consumers  there 
must  of  necessity  be  some  consumers  whose  bills  are  considerably 
lower,  just  as  there  are  others  whose  bills  are  higher  than  the  average 
level  of  all  bills.  In  any  and  all  such  instances  that  may  occur  the 
practice  of  demanding  a  deposit  of  ten  dollars  to  secure  the  payment 
of  bills  cannot  be  defended,  and  the  rule  which  permits  such  pro- 
cedure possible  cannot  be  deemed  a  proper  one  to  accomplish  its 
lawful  purpose,  and  should  be  so  amended  that  the  applicant  seek- 
ing service  may  know  definitely  what  he  is  expected  to  pay  for  the 
same.  As  to  the  reasonable  rule  regulating  the  subject  of  advance 
payments,  deposits,  and  security,  the  Commission  has  attempted 
to  define  the  rights  and  obligations  of  both  utility,  company  and 
patron  in  Swoveland  vs.  People's  Natural  Gas  Company,  Com- 
plaint Docket  No.  461-1916."     (9  Rate  Research  286.) 

The  Complainant  contends  that  the  company  should  not  be  permitted 
to  disconnect  service  for  non-payment  of  bills  where  a  guarantee  de- 
posit from  the  consumer  is  held  by  the  company.  The  Commission 
says: 

"The  deposit  made  in  this  case  is  to  cover  the  consumption  of  gas 
for  a  period  of  sixty  days.  If  any  of  it  would  be  applied  to  the  pay- 
ment of  a  bill,  as  complainant  contends  should  be  done,  and  service 
continued,  then  the  company  would  deprive  itself  of  the  protection 
of  the  deposit  to  that  extent.     Under  such  a  theory  one  or  more  bills 
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might  be  paid  by  applying  the  deposit,  and  when  the  last  payment  is 
made  in  this  manner  the  company  would  find  itself  in  the  position 
where  it  would  be  obliged  under  its  rules  to  furnish  service  without 
having  any  deposit  on  hand  as  a  means  of  protection.  It  seems 
quite  evident  that  the  very  purpose  of  a  deposit  is  defeated  when  it 
is  applied  to  the  payment  of  bills  where  service  is  continued  to  be 
furnished." 

The  company  charges  one  dollar  for  "turning  on  gas"  after  service  has 
been  discontinued  "for  non-payment  of  bills." 

"The  charge  of  one  dollar  that  is  made  by  Respondent  for  turning 
on  the  gas  of  a  delinquent  consumer  is  a  practice  followed  generally 
by  light  companies  throughout  the  Commonwealth.  The  rule  is 
justified  on  the  ground  that  the  utility  company  is  put  to  extra 
labor  and  expense  in  such  instances  in  collecting  bills  overdue  and 
then  in  furnishing  ser\ice  again.  It  does  not  appear  that  a  penalty 
of  one  dollar  for  the  trouble  and  labor  required  under  the  circum- 
stances is  unreasonable." 


PHILIPPINE  ISLANDS 

629 — Factors  Affecting  Rates — Competition. 

Philippine  Shipowners  Association,  Application  For  Authority  to 
Increase  Freight  and  Passenger  Rates.  Decision  of  the  Board  of 
Public  Utility  Commissioners  of  the  Philippine  Islands,  Granting 
the  Application.     June  1,  1916. 

In  passing  upon  the  reasonableness  of  the  proposed  increase  in  rates 
in  this  case,  the  Board  says: 

"In  the  matter  of  rates,  public  utilities  have  the  right  to  change 
theirs,  either  raising  or  lowering  them  or  modifying  any  classification 
made  in  their  schedules  on  which  said  rates  are  based,  for  the  purpose 
of  protecting  their  investment,  and  obtaining  a  reasonable  compensa- 
tion for  their  services,  or  in  order  to  face  existing  competition,  and 
it  is  the  duty  of  the  Board  in  such  cases  to  approve  said  change  if 
it  shall  find  the  same  just  and  reasonable  (Section  16,  subsection 
(h),  Act  No.  2307  as  amended)." 

REFERENCES 
RATES 

500 — Rate  Practice. 

Rates  for  Residence  Lighting.  Electrical  World,  July  29,  1916, 
p.  243.     1  page. 

The  article  presents  a  study  of  minimum  charge  and  maximum  net  rates  in  U.  S. 
cities  of  40,000  and  over,  which  was  made  by  Norton,  Bird  and  Whitman,  Engineers 
of  Chicago,  and  published  in  the  monthly  rate  letter  for  July  sent  out  to  the  clients 
of  that  firm. 
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The  following  compilation  shows  the  number  of  cities  and  the  population  served 
at  the  various  minimum  charges  in  124  cities  of  40,000  population  and  over,  1910 
U.  S.  Census: 

No.  of  Population 

Minimum  Charge.                                 Cities.  Served. 

$12.00  per  year 9  3,125,575 

1.00  per  month 44  5,5.58,002 

90  cents  per  month .3  190,396 

85  cents  per  month 2  106,954 

$9.00  per  year 6  1,082,579 

75  cents  per  month 6  2,328,732 

70  cents  per  month 1  104,402 

$8.00  per  year 1  88,926 

65  cents  per  month 1  319,198 

53  cents  per  month 1  44,604 

50  cents  per  month 34  4,454,.558 

45  cents  per  month 1  465,766 

42  cents  per  month 1  57,730 

None 14  6,279,189 


124 


24,206,611 


The  following  compilation  shows  the  number  of  cities  and  the  population  served 
at  the  maximum  net  rates  in  effect  in  the  same  cities  covered  in  the  compilation 
of  minimum  charges: 

No.  of                Population 

Maximum  Net  Rate.                               Cities.  Served. 

13.0  cents 1  79,803 

12.6  cents 1  465,766 

11.4  cents 1  70,063 

11.0  cents 3  1,722,163 

10.8  cents ■ 4  278,627 

10.5  cents 2  470,509 

10.0  cents 39  7,198,417 

9.5  cents 7  714,912 

9.0  cents 20  3,547,500 

8.6  cents 3  269,470 

8.5  cents 4  1,423,380 

8.1  cents 2  434,093 

8.0  cents 12  4,02,3,127 

7.6  cents 2  3.32,843 

7.5  cents 2  103,901 

7.2  cents 1  41,641 

7.0  cents 14  2,0.36,511 

6.75  cents 1  69,647 

6.5  cents 1  233,650 

6.0  cents 2  134,196 

5.5  cents 2  556.392 


124 


24,206,611 


The   same   information   is   also   set   out  in  an  interesting   manner  by  means  of 
graphs. 


712 — Publicity  of  Schedules. 

Publicity  as   to   Rates.     Editorial.     Electrical  Review   and   Western 

Electrician,  July  29,  1916,  p.  184. 

The  editorial  states  that  the  general  attitude  of  central  stations  against  giving 
any  publicity  to  their  rate  schedules  is  imdergoing  a  rapid  change.     It  is  realized 
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and  generally  understood  that  the  conditions  which  go  to  determine  rate  schedules 
are  different  in  nearly  every  commimity,  and  that  similar  rate  schedules  cannot 
be  expected  where  the  conditions  are  different.  There  is  little  difficulty  in  explain- 
ing the  differences  between  different  rate  schedules,  and  consequently  the  publi- 
cation of  rates  in  a  way  which  permits  of  such  comparisons  has  lost  most  of  its 
objections.  It  is  especially  desiral^le  that  the  rate  schedules  of  different  companies 
should  be  available  and  known  to  those  who  are  in  a  position  to  study  rates  and  to 
take  up  rate  problems  in  their  o^\^l  companies.  It  is  pointed  out  that  the  Rate 
Research  Committee  of  the  National  Electric  Light  Association  has  for  a  number 
of  years  favored  the  greatest  publicity  for  rate  schedules,  aiid  attention  is  also 
called  to  the  possibility  that  the  Ohio  Electric  Light  Association  will  undertake 
the  publication  of  the  rates  of  all  electric  companies  operating  in  the  State  of 
Ohio. 

PUBLIC  SERVICE  REGULATION 

253 — Commission  Reports  of  Decisions. 

Nebraska  State  Railway  Commission,  Eighth  Annual  Report. 
Year  Endmg  November  30,  1915,  531  pages. 

The  work  of  the  Commission  for  the  j^ear  ending  November  30,  1915,  is  reviewed 
and  the  decisions  of  the  Commission  rendered  during  the  year  are  given  in  the 
report.  The  opinions  of  the  Attorney  General  and  court  decisions  bearing  upon 
the  work  of  the  Commission  are  also  given. 

226.2 — Extension  of  Service. 

Rural  Service  from  Iowa  Transmission  Lines.  Electrical  World. 
July  29,  1916,  p.  221,  2  pages. 

An  account  is  given  of  the  committee  report  i:)resented  at  the  recent  annual  meeting 
of  the  Iowa  Section,  National  Electric  Light  Association,  by  W.  H.  Burtis  and 
F.  D.  Paine.  The  report  contains  information  regarding  the  status  of  rural 
service  in  Iowa,  compiled  in  chart  form.  In  compiling  this  information  the 
companies  serving  farmers  were  divided  into  five  classes:  (1)  Those  serving 
farmers  directly  from  high-tension  lines  l)uilt  to  other  to^\^lS  by  stepping  the 
voltage  down  directly  to  110  volts.  (2)  Those  serving  farmers  from  similar 
lines  l:)y  stepping  the  voltage  dowTi  to  2200  volts  for  distribution  among  farms, 
and  again  reducing  the  voltage  to  110  volts  for  service.  (3)  Those  operating  high- 
tension  lines  to  serve  farmers  only,  and  stepping  the  voltage  down  directly  to  110 
volts,  (i)  Those  operating  similar  lines,  and  stepping  the  voltage  down  to  2300 
for  distribution  among  farms,  and  then  again  reducing  it  to  110  volts  for  service. 
(5)  Those  serving  farmers  from  2200  volt  extended  citj'  lines. 
The  following  conclusions  are  dra^\Ti  for  the  conditions  in  Iowa:  Regarding  the 
classes  of  service  3  and  4,  the  committee  concluded  it  would  be  impractical  to 
build  high-tension  lines  especially  for  the  purpose  of  serving  the  farmers  except 
possibly  in  very  unusual  cases,  because  the  cost  of  the  extension  and  operation  of 
the  line  would  make  it  prohibitive.  In  any  class  of  service  here  considered, 
the  rural  extension  should  be  paid  for  by  the  farmer  or  the  group  of  farmers  desiring 
the  service  since  this  is  the  only  way  in  which  a  uniform  rate  can  be  made  to  apply 
to  all  customers.  A  proper  rate  would  be  one  in  which  the  demand  charge  is 
made  proportional  to  the  size  of  the  transformer  from  which  the  service  is  given, 
and  an  additional  charge  per  kilowatt-hour  at  the  same  rate  as  for  the  same  class, 
of  city  service. 

From  overhead  expenses  chargeable  to  individual  transformers  it  seems  reasonable 
that  the  demand  charge  on  an  extended  2200  volt  city  line,  Class  .5,  should  not  be 
less  than  $1  per  month  for  a  1-kw.  transformer,  $l.oO  per  month  per  kilowatt  of 
rating  for  a  3-kw.  transformer,  and  $2  per  month  for  a  5-kw.  transformer.  With 
Class  2  distribution  the  demand  charge  should  be  higher  per  kilowatt  of  trans- 
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former  rating  than  in  Class  5,  and  should  be  calculated  for  any  installation  acccord- 
ing  to  its  cost  and  other  variable  factors.  For  Class  1  service  the  demand  charge 
should  be  not  less  than  $3  per  month  for  a  3-kw.  transformer  and  $4  per  month  for 
a  5-kw.  transformer.  The  miniinum  charge  should  be  as  follows  for  service  to 
Classes  1,  2  or  5: 

Transformer    Rating  Monthly  Minimum  Charge 

(Kw.) 

1  $2.50 

2  3'.  00 

3  4.00 
5  5.00 

The  committee  summarized  its  report  as  follows:  The  farmer  should  pay  for  the 
rural  service  lines.  These  should  be  maintained  and  o\\iied  l)y  the  power  company 
under  its  own  franchise.  The  transformers  and  protective  apparatus  should 
preferably  be  furnished  by  the  power  company.  The  rate  charged  should  be 
sufficient  to  cover  the  additional  cost  of  giving  such  service. 


MUNICIPALITIES 

810 — Municipal  or  Local  Regulation  of  Utilities. 

Public    Utility    Board     Created    for    New    Orleans.     Electrical 

World.     July  29,  1916,  p.  212. 

An  act  has  been  passed  by  the  General  Assembly  of  Louisiana  and  signed  by  the 
Governor,  amending  the  act  incorporating  the  cit}'  of  New  Orleans  so  as  to  provide 
for  a  board  of  public  utilities  for  the  city.  The  board  is  to  be  composed  of  a 
city  commissioner  of  public  utilities  and  four  other  members  who  are  qualified 
electors  of  the  city.  The  members  are  to  be  appointed  by  the  Governor.  The 
term  of  office  of  the  appointed  members  is  to  be  four  years,  but  the  terms  of  the 
first  members  are  to  be  for  one,  two,  three  and  four  years  respectively.  The  men 
appointed  to  the  board  are  to  serve  without  salary  unless  otherwise  provided  by 
the  Commission  Council  of  the  city.  The  terms  of  the  members  first  appointed 
will  date  from  August  15,  1916. 

The  board  is  vested  with  broad  powers  to  regulate  service  and  prescribe  reasonable 
and  non-discriminatory  rates.  The  act  says  that  it  shall  be  lawful  for  every 
public  service  utility  to  establish  a  sliding  scale  of  rates,  fares  or  charges,  provided 
that  its  schedule  showing  such  scale  of  rates,  fares  or  charges  shall  have  first  been 
filed  with  the  Commission  Council  and  approved  by  it,  and  that  it  shall  be  lawful 
for  every  public  service  utilitj'  to- establish  with  the  consent  of  the  council  a  scale 
of  charges  suliject  to  automatic  adjustment  in  relation  to  dividends  to  be  paid 
to  the  stockholders  or  the  profits  to  bo  realized  by  anj'  single  person  engaged  in  a 
similar  business. 


GENERAL 


900— General. 


Generation  of  Electricity  on  a  Small  Scale  or  Bulk  Supply, 
by  H.  S.  Ellis.  London  Electrician,  June  23,  1916.  Electrical  World, 
July  29,  1916. 

An  abstract  is  given  of  a  paper  presented  before  the  British  Incorporated  Municipal 
Electrical  Association,  which  discusses  the  capability  of  small  stations  to  produce 
electrical  energy  cheaply  as  compared  with  the  taking  of  a  bulk  supply. 
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COMMISSION  DECISIONS 

ILLINOIS 

514 — Demand  Basis. 

Public  Service  Company  of  Northern  Illinois,  Application  For 
Approval  of  an  Optional  Wholesale  Schedule  of  Gas  Rates.  Decision 
of  the  Illinois  Public  Utilities  CoMMissioN,  Granthig  the  Application. 
April  13,  1916. 

The  Public  Service  Company  of  Northern  Illinois  submitted  for  the 
appro^•al  of  the  Commission  a  schedule  for  wholesale  gas  service  which 
it  proposed  to  put  in  effect  in  fifty-two  municipalities  in  northeastern 
Illinois.  The  proposed  rates  are  of  the  demand  type  and  the  opinion 
states  that,  because  this  is  an  unusual  form  anions;  the  gas  utilities  of 
the  state,  the  rates  were  suspended  pending  a  formal  investigation. 

The  company  desired  to  make  the  rates  in  question  an  optional  schedule 
which  would  afford  large  gas  consumers  a  low  rate  for  long-hour  use. 
The  Commission  says: 

"The  underlying  theory  is  that  a  gas  consumer  should  be  charged  a 
complex  rate  based  primarily  upon  both  the  maximum  demand  and 
the  quantity  used.  It  was  claimed  that  such  a  principle  of  charge 
gives  to  a  consmner,  who  is  able  to  use  the  utilities  plant  investment 
the  largest  number  of  hours,  a  corresponding  benefit  through 
lowering  of  the  charge  tor  the  service. 

"There  would  appear  to  be  substantial  reason  for  the  claim  that  the 

aforesaid  theory  does  no  violence  to  the  facts  which  pertain  to  the 

distribution  of  fixed  and  operating  charges.     The  principles  outlined, 

if  correctly  carried  to  a  conclusion,  should  result  in  each  consumer  of 

every  class  of  gas  users  being  required  to  pay  for  the  service  in 

proportion  to  the  cost  incurred  by  the  nature  of  his  demand  upon  the 

utility  as  well  as  by  the  quantity  of  gas  consumed." 

• 

The  following  extract  from  the  testimony  of  Henry  I.  Lea,  expert  called 
on  behalf  of  the  company,  is  cited  in  the  Commission's  opinion  as  a 
clear  exposition  of  the  principles  involved : 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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"  'With  any  given  capacity  it  is  clear  that  you  should  first  be  charged 
with  a  certain  part  of  this  investment,  which  is  determined  by  your 
demand,  and  then  you  should  be  given  credit  for  long  hour  use  of 
the  gas  through  that  capacity,  whether  that  capacity  be  big  or  little. 
If  you  have  a  small  capacity  but  will  use  gas  many  hours  a  day  the 
fact  that  you  use  it  many  hours  a  day  should  tend  to  give  you  a 
lower  average  rate.     The  same  thing  through  a  big  installation.' 

It  is  pointed  out,  however,  that  the  rates  submitted  by  the  company  will 
benefit  only  a  few  of  the  largest  users  of  gas  service. 

The  Commission,  recognizing  the  principle  upon  which  the  schedule  is 
based,  considers  not  only  the  question  of  the  advisability  of  approving 
the  wholesale  rate  but  also  considers  "the  advisability  of  requiring  the 
petitioner  to  adopt  and  to  file  an  additional  rate  schedule  which  would 
permit  all  classes  of  consumers  to  participate  in  the  corresponding 
economies  to  which  they  may  be  entitled,  provided  they  make  use  ot 
the  petitioner's  investment  by  daily  long-hour  consumptions." 

The  Commission  finds  that  no  injustice  will  be  done  any  of  the  peti- 
tioner's gas  consumers  by  an  authorization  of  the  wholesale  rate  schedule 
and  the  company  is  ordered  to  put  that  schedule  in  effect.  The  Com- 
mission also  provides  for  further  investigation,  for  the  purposes  (1)  of 
modifying  the  aforesaid  optional  wholesale  gas  schedule  in  such  a 
manner  as  to  enable  it  to  embrace  all  long-hour  consumers,  irrespective 
of  the  magnitude  of  their  individual  consumptions,  and  (2)  of  considering 
fully  all  phases  of  the  demand,  load-factor,  and  use  of  equally-deserving- 
small  gas  consumers. 

720— Rate  Schedules, 

The  new  schedule  for  wholesale  service  approved  by  the  Commission  is 
as  follows : 

OPTIONAL  WHOLESALE  GAS  SERVICE. 

Available  for  any  Customer  using  the  Company's  standard  gas  service. 

Rate. 

Demand  Charge. 

6  cents  per  cubic-foot-hour  for  the  first  1000  cubic-foot-hours  of  the  maximum 

demand  in  any  month. 
5  cents  per  cubic-foot-hour  for  the  next  9000  cubic-foot-hours  of  the  maximum 

demand  in  the  month. 
4  cents  ))er  cubic-foot-hour  for  the  excess,  if  any,  of  the  maximum  demand  in 
•  the  month  over  10.000  cubic-foot-hours,  phis  an 

Output  Charge  of 

45  cents  per  1000  cubic  feet  for  tlie  first  100,000  cubic  feet  of  consumption 

in  any  month. 
40  cents  per  1000  cubic  feet  for  the  next  900,000  cubic  feet  of  consumption 

in  any  month. 
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35  cents  per  1000  cubic  feet  for  the  excess  consumption  in  the  month  over 
1,000,000  cubic  feet. 

Determination  of  Maximum  Demand. 

Measurement  is  by  maximum  demand  instruments.  The  maximum  demand  in 
any  month  shall  be  the  number  of  culjic  feet  (multiplied  by  2)  indicated  or 
recorded  in  the  30-minute  interval  in  such  month  in  which  interval  the  con- 
sumption of  gas  hereunder  is  greater  than  in  any  other  30-minute  interval  in  such 
month;  provided  that  in  case  the  momentary  maximum  demand  in  any  month 
shall  exceed  by  more  than  100%  the  maximum  demand  for  such  month  de- 
termined as  aforesaid,  the  Company  reserves  the  right  to  base  the  Customer's 
maximum  demand  for  that  month  and  any  or  all  of  the  succeeding  months  of 
the  term  upon  a  o-minute  instead  of  a  30-minute  interval,  in  which  event  the 
maximum  demand  for  any  month  will  be  deemed  to  be  the  number  of  cubic  feet 
(multiplied  by  12)  indicated  or  recorded  in  the  5-minute  interval  in  such  month, 
in  which  interval  the  consumption  of  gas  hereunder  is  greater  than  in  any  other 
5-minute  interval  in  such  month. 

Prompt  Payment  Discount. 

2%  of  the  total  amomit  of  any  monthly  bill  when  the  bill  is  paid  on  or  before 
10  daj's  after  its  date. 

Minimum  Charge. 

The  Customer  must  agree  that  his  total  payments  for  any  month's  service 
hereunder  shall  be  not  less  than  an  amoimt  equal  to  50%  of  the  highest  previous 
monthly  demand  charge  imder  the  contract. 


NEW  HAMPSHIRE 

144 — Mergers. 

Grafton  County  Electric  Light  and  Pow^r  Company,  et  al.  Peti- 
tion For  Authority  to  Purchase  the  Properties  of  the  Lebanon  Elec- 
tric Light  and  Power  Company  and  the  Mascoina  Electric  Light  and 
Gas  Company,  and  For  Authority  to  Issue  Securities  Therefor. 
Decision  of  the  New  Hampshire  Puplic  Service  Commission,  Re- 
fusing to  Authorize  the  Purchase  at  the  Terms  Agreed  upon  by  the 
Companies.     July  15,  1916. 

This  matter  was  brought  before  the  Commission  and  a  decision  denying 
the  petition  was  rendered  February  3,  1914,  (5  Rate  Research  99). 
The  Commission  found  that,  on  account  of  the  excessive  price  at  which 
it  was  proposed  to  transfer  and  capitalize  the-  properties,  such  transfer 
would  not  be  for  the  public  good.  Upon  appeal  the  Supreme  Court  of 
New  Hampshire  ordered  that  the  matter  be  recommitted  to  the  Com- 
mission to  determine  whether  or  not  the  proposed  consolidation  at  a 
proper  capitalization  would  be  for  the  public  good,  and,  if  it  is,  to  de- 
termine the  amount  of  capitalization  considered  by  them  to  be  reason- 
able. (83  Atlantic  1028.  7  Rate  Research  192.)  Following  this  decision 
of  the  Court,  the  Commission  found  that  the  proposed  consolidation 
would  be  contrary  to  the  public  good.  Upon  appeal  the  Supreme  Court 
of  the  State  found  the  transfer  to  be  lawful  and  reasonable,  and,  there- 
fore, for  the  public  good,  and  the  Commission  was  ordered  to  proceed 
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exactly  as  though  it  had  found  that  the  transfer  would  be  for  the  public 
good.  ^  (94  Atlantic  193.     7  Rate  Re-^earch  239.) 

The  Commission  has,  therefore,  made  an  investigation  to  determine  the 
price  at  which  the  Lebanon  and  Mascoma  Companies  may  be  trans- 
ferred to,  and  capitalized  by  the  Grafton  Company.  The  agreement 
between  the  companies  provides  for  a  transfer  at  the  price  of  ^300,000, 
and  is  to  be  void  if  a  sale  on  these  terms  is  not  approved  by  the  Com- 
mission. In  discussing  the  legal  status  of  the  case,  the  Commission 
points  out  that  the  finding  of  a  less  price  than  $300,000  accomplishes 
nothing,  and  the  Commission  says: 

"The  parties  may  make  new  contracts  for  transfer  at  the  price  ap- 
proved, or  they  may  drop  the  whole  affair,  and  go  on  under  the  pres- 
ent arrangement. 

'Tt  is  unthinkable  that  parties  having  in  contemplation  the  possi- 
bility of  a  transfer  or  consolidation  of  public  utility  properties  should 
have  the  right,  without  in  any  way  binding  themselves  to  act,  to  re- 
quire that  the  Commission  spend  months,  as  it  has  done  in  this  case, 
in  determining  the  terms  upon  which  the  transaction  may  be  put 
through.  We  are  busy  enough  in  passing  upon  real  cases  without 
spending  our  time,  which  is  the  state's  time,  in  atiswering  questions 
for  the  sole  purpose  of  gratifying  a  speculative  curiosity. 

"The  courts  do  not  pass  upon  moot  questions.  We  know  of  no 
reason  why  we  should." 

The  Commission  proceeds  to  discuss  at  some  length  the  duties  and 
jurisdiction  of  the  Commission  in  cases  of  the  nature  of  the  one  in  hand, 
and  the  proceedure  and  matters  to  be  determined  under  the  New  Hamp- 
shire Law  upon  appeal  in  such  cases  to  the  Court. 

The  Commission  finds  that  the  properties  should  be  transferred  to  the 
Grafton  Company  at  prices  not  exceeding  $110,000,  for  the  Mascoma 
Company  and  $55,000  for  the  Lebanon  Company.  The  order  holds 
the  case  open  for  the  companies  to  file  another  agreement  complying 
with  this  finding  of  the  Commission.  If  the  Companies  fail  to  take 
advantage  of  this  provision  the  petition  will  be  dismissed. 

310— Valuation. 

The  Commission  found  that  the  Lebanon  Company  was  in  possession  of 
records  from  the  beginning  of  operations  m  1890,  which  records  had 
not  been  given  to  the  Commission  in  its  previous  investigation.  From 
these  records  the  Commission's  accountant  was  enabled  to  make  a  very 
close  estimate  of  the  actual  investment  in  the  property.  The  petitioners 
contended  that  reproduction  cost  new  is  the  legal  measure  of  value. 
With  this  the  Commission  does  not  agree. 

311.2— Reproduction  Cost  New, 

The  Commission  discusses  the  matter  as  follows: 

"There  was  a  time  when  the  almost  limitless  possibilities  of  the  repro- 
duction theory  led  corporations  to  insist  strenuously  that  it  furnished 
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the  ultimate  conclusive  measure  of  value.  But  that  contention  has 
been  rejected  by  courts  and  commissions,  and  finally  abandoned  l)y 
the  corporations  themselves. 

"The  most  authoritative  and  recent  statement  of  the  claims  of  public 
service  corporations  on  valuation  questions  is  found  in  the  'brief  filed 
on  behalf  of  the  Railroad  Companies  repres?nted  by.  the  Presidents' 
Conference  Committee,'  in  the  Federal  Valuation  proceedings  pend- 
ing before  the  Interstate  Commerce  Commission, — a  brief  prepare! 
by  five  of  the  most  distinguished  railroad  attorneys  in  the  country, 
with  the  co-operation  of  a  board  of  engineers  of  the  highest  reputa- 
tion and  ability. 

"In  this  brief  the  relation  of  reproduction  cost  to  value  is  discussed 
as  follows: 

"  'The  Valuation  Act  requires  the  Commission  to  investigate,  ascer- 
tain and  report  the  value  of  all  the  property  owned  or  used  by  every 
common  carrier  subject  to  the  provisions  of  the  Act,  and  it  also  re- 
quires that,  among  other  things,  the  Commission  shall  ascertain  and 
report  in  detail  as  to  each  piece  of  property  three  "cost  values,"  i.  e., 
"Original  cost  to  date,  the  cost  of  reproduction  new,  the  cost  of  re- 
production less  depreciation." 

"  'Each  of  the  three  cost  values  is  plainly  to  be  distinguished  from 
the  others,  and  all  are  to  be  taken  into  consideration  together  with 
other  facts  required  to  be  ascertained,  and  given  proper  weight  in 
the  determination  of  the  value  as  a  whole  of  the  properties  owned  or 
used  by  each  carrier. 

"  'In  the  ascertainment  of  reproduction  cost,  the  weight  which  the 
figure  may  have  as  evidence  of  value  should  not  control  or  substaii- 
tially  affect  the  methods  employed,  or  the  conceptions  adopted,  for 
making  the  estimate. 

"  'Cases  in  which  reproduction  cost  has  been  employed  as  the  sole  or 
a  principal  measure  or  l)asis  for  the  determination  of  value,  cannot 
be  taken  as  guides  for  the  ascertainment  of  the  cost  or  reproduction 
new,  or  the  cost  of  reproduction  less  depreciation,  which  is  by  the 
Valuation    Act    required    to    be    found    and    reported. 

"  'Manifestly  it  is  the  purpose  of  the  Act  that  the  value  of  all  the 
property  owned  or  used  by  each  carrier  is  to  be  arrived  at  as  a  con- 
clusion or  ultimate  fact  upon  a  full  consideration  of  many  evidentiary 
facts,  including  all  those  specified  in  the  Act.  Many  of  the  valuations 
of  utility  properties  made  by  the  State  Commissions,  or  in  rate  litiga- 
tion, have  been  based  in  large  measure  upon  cost  of  reproduction  new, 
and,  because  it  has  been  relied  upon  as  the  measure,  or  practically  the 
sole  evidence,  of  value,  the  method  itself  has  been  strained  or  departed 
from  frequently  in  order  to  arrive  at  figures  which  would — as  it  was 
thought — more  closely  approximate  the  value  of  the  property  than 
would  the  estimated  reproduction  cost — and  that,  less  depreciation — 
arrived  at  by  a  strict  application  of  the  reproduction  theory. 
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"  'Here,  however,  the  Congress  has  strictly  required  the  ascertain- 
ment of  (1)  original  cost  to  date;  (2)  cost  of  reproduction  new;  (3) 
cost  of  reproduction  less  depreciation,  and  (4)  the  other  \'alues  and 
elements  of  value,  as  well  as  many  other  facts  which  evidence,  or 
have  some  bearing  upon,  the  ultimate  facts  of  value.' 

(The  italics  are  those  of  the  brief.) 

"Reproduction  cost  is  correctly  described  as  'evidence  of  value.' 

"And  as  evidence  of  value  it  does  not  today  carry  anything  like  the 
weight  which  only  a  few  years  ago  was  generally  accorded  it. 

"The  Senate  Committee,  in  its  report  ixitroducing  the  Federal  Valua- 
tion Act,  (quoted  in  the  Reply  Brief  filed  January  15,  1916,  by  the 
railroad's  counsel,  at  pages  55-6)  in  explaining  the  inclusion  of  the 
provision  for  ascertaining  the  cost  of  reproduction  new,  said: 

"  'This  will  show  the  exact  cost  of  reconstructing  the  property  in  all  its 
parts  at  existing  prices.  While  this  may  be  regarded  as  a  classifica- 
tion of  diminishing  value,  it  is  contended  that  it  is  entitled  to  consid- 
eration in  ascertaining  the  value  of  the  physical  properties  of  the 
carrier,  and  that  contention  is  recognized  by  some  commissions  and 
some  courts.     It  is  therefore  included  as  a  separate  classification.' 

(The  italics  are  those  of  the  report.) 

"It  is  unquestionably  true  that  cost  of  reproduction  is  a  classifica- 
tion of  diminishing  value  in  cases  of  public  service  regulation.  This 
or  the  capitalization  of  earnings  may  have  great  or  even  controlling 
weight  in  some  cases,  as  in  determining  value  for  purposes  of  public 
purchase  or  condemnation,  or  for  taxation,  or  in  assessing  damages 
for  the  destruction  of  property  by  wrongful  act.  But,  like  the  stock 
and  bond  method  of  ^'aluation,  mentioned  in  Smythe  v.  Ames,  cost 
of  reproduction  has  also  gradually  withdrawn  into  the  background 
and  given  more  prominent  place  to  other  elements  or  evidence  of 
value  which  courts  and  commissions  have  come  to  regard  as  of  sur- 
passing importance. 

"The  discussion  of  the  subject  by  Justice  Hughes  in  the  Minnesota 
Rate  Cases,  in  considering  the  application  of  the  cost  of  reproduction 
theory  to  railroad  rights  of  way,  shows  clearly  how  little  weight  that 
theory,  as  generally  worked  out,  and  as  presented  in  the  pres?nt 
case,  has  in  determining  present  fair  value. 

"  'Moreo^•er,  it  is  manifest  that  an  attempt  to  estimate  what  would 
be  the  actual  cost  of  acquiring  the  right  of  way,  if  the  railroad  were 
not  there,  is  to  indulge  in  mere  speculation.  The  railroad  has  long 
been  established;  to  it  have  been  linked  the  activities  of  agriculture, 
industry,  and  trade.  Communities  have  long  been  dependent  upon 
its  service,  and  their  growth  and  development  have  been  conditioned 
upon  the  facilities  it  has  provided.  The  uses  of  property  in  the  com- 
munities which  it  serves  are  to  a  large  degree  determined  Ijy  it.  The 
values  of  property  along  its  line  largely  depend  upon  its  existence. 
It  is  an  integral  part  of  the  communal  life.     The  assumption  of  its 
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nonexistence  and  at  the  same  time  that  the  values  that  rest  upon  it 
remain  unchanged,  is  impossible  and  can  not  be  entertained.  The 
conditions  of  ownership  of  the  property  and  the  amounts  which 
would  have  to  be  paid  in  acquiring  the  right  of  way,  supposing  the 
raih'oad  to  be  removed,  are  wholly  beyond  reach  of  any  process  of 
rational  determination.  The  cost  of  reproduction  method  is  of  ser- 
vice in  ascertaining  the  present  value  of  the  plant,  when  it  is  reason- 
ably applied  and  when  the  cost  of  reproducing  the  property  may  be 
ascertained  with  a  proper  degree  of  certainty.  But  it  does  not  jus- 
tify the  acceptance  of  results  which  depend  upon  mere  conjecture.' 

"The  reproduction  theory,  upon  which  it  is  demanded  that  we  base 
the  valuation  in  this  case,  assumes  that  present  conditions  exist  in 
every  particular,  except  that  the  plant  under  consideration  has  ceased 
to  exist.  The  transmission  and  distribution  lines  and  equipment  are 
non-existent;  the  generating  plants,  dams,  power-houses,  and  appa- 
ratus,— have  disappeared;  and  the  water  powers,  rights  of  way  and 
other  real  estate  are  in  other  ownership  and  must  be  acquired  at 
present  prices. 

'Tt  is  also  assumed  that  the  entire  plant,  with  all  its  extensions  com- 
plete as  they  now  exist,  is  to  be  reconstructed  as  a  unit.  Engineers 
are  then  asked  to  map  out  a  'reasonable  construction  program'  with 
estimates  of  allowances  for  promoting  the  enterprise,  the  organization 
necessary  to  carry  on  the  work,  the  time  required  for  completing  the 
construction,  the  engineering  expense  inA'olved,  the  manner  and  cost 
of  procuring  the  funds  needed  from  time  to  time  as  the  work  pro- 
gresses, the  profits  of  contractors  and  sub-contractors,  the  legal  ex- 
penses incurred,  the  probable  present  cost  of  acquiring  land,  water 
powers,  flowage  rights,  and  rights  of  way,  and  any  other  items  of 
expense  of  which  the  most  highly  developed  imagination  can  con- 
ceive as  possibly  involved  in  such  an  imaginary  method  of  construc- 
tion. Then,  under  the  head  of  'omissions'  and  'contingencies'  a 
large  allowance  is  to  be  made  for  probable  costs  overlooked  or  not 
foreseen.  And,  the  work  ha\ing  been  completed,  the  engineering 
imagination  is  required  to  project  itself  further  into  the  future,  and 
estimate  the  time  which  will  probably  be  required  to  attach  to  the 
completed  plant  the  customers  whom  it  now  serves,  and  to  bring  its 
business  to  the  point  where  its  income  is  sufficient  to  meet  operating 
expenses,  and  pay  a  fair  return  upon  the  investment.     .     .     . 

"It  is  hardly  too  much  to  say  that  it  is  all  'speculation'  and  'conject- 
ure'.    .     .     . 

"Of  course,  the  fact  is  that  while  the  theory  of  cost  of  reproduction  rests 
upon  the  assumption  of  present  conditions  in  every  respect  except  for 
the  non-existence  of  the  plant  to  be  reproduced  when  it  comes  to 
estimating  going  value  on  the  basis  of  deficit  from  operation  in  early 
years  the  engineers  turn  their  backs  on  their  own  fundamental  hypo- 
thesis, and  assume  that  the  inhabitants  of  these  towns  are  as  com- 
pletely ignorant  of  the  uses  of  electricity  as  they  were  twenty  or 
twenty-five  years  ago,  when  it  was  first  introduced  to  them. 
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"The  testimony  of  the  engineers  to  a  development  period  of  three  or 
four  or  more  years  must  be  regarded  as  applying  to  the  assumption 
of  a  new  plant  in  a  community  without  previous  electric  service.  And 
even  on  that  basis  it  does  not  pretend  to  be  founded  on  experience, 
and  should  be  called  a  guess  rather  than  an  estimate.  And  nothing  in 
the  evidence  or  in  our  experience  indicates  that  an  engineer's  guess 
on  such  a  question  is  worth  more  than  any  other  man's  guess.  .    .    . 

"There  is,  however,  a  method  of  finding  cost  of  reproduction  which 
is  not  open  to  the  charge  of  being  speculative  or  conjectural,  and 
which  bears  a  reasonable  analogy  to  the  methods  in  common  use 
in  determining  the  present  value  of  structures  as  compared  with 
their  original   cost. 

"If  I  am  proposing  to  sell  my  house,  I  say  to  the  purchaser  that  it 
cost  me  $5,000  to  build.  To  which  he  may  reply  that  when  I  built, 
labor  and  materials  were  high,  and  that  the  cost  of  building  has 
since  decreased  20  per  cent,  and  the  same  house  could  now  be  built 
for  $4,000.  Or  I  might  say  that  while  it  cost  me  only  $5,000  to 
build,  labor  and  materials  have  since  gone  up  40  per  cent,  so  that  the 
same  house  could  not  today  be  built  for  k^ss  than  $7,000.  These 
considerations  would  have  great  weight  in  determining  the  present 
value  of  the  house,  due  allowance  being  made  for  depreciation  from 
age  and   use. 


*'o^ 


"The  cost  of  reproduction  theory  presented  in  this  case  is  based  on 
a  comparison  of  the  same  thing,  built  at  different  periods,  in  different 
ways.  The  method  above  suggested  is  based  on  a  comparison  of 
the  same  thing,  built  at  different  periods,  in  the  same  way.  The 
former  method  is  in  the  highest  degree  speculative  and  conjectural. 
The  latter  represents  such  a  cost  of  reproduction  method  'reasonably 
applied'  as  Justice  Hughes  says  is  of  service  in  ascertaining  the  pre- 
ent  value  of  the  plant.  It  is  such  a  method  as  is  in  common  use  in 
ordinary  business  transactions. 

"It  involves  merely  an  ascertainment,  with  reasonable  approxima- 
tion, of  the  original  cost,  and  a  comparison  of  the  prices  of  labor  and 
material  at  the  time  of  actual  construction  and  at  the  present  time. 

"Such  a  comparison  is  possible  in  this  case,  and  will  produce  some 
significant  and  rather  surprising  results.  In  view  of  the  general 
comment  on  the  advance  in  the  cost  of  living  in  recent  years,  it  would 
naturally  be  assumed  that  the  cost  of  construction  of  an  electric 
lighting  plant  would  be  greater  today  than  when  these  plants  were 
built.  But  that  is  not  the  case,  as  is  clearly  shown  by  the  charts 
prepared  by  our  assistant  engineer.  .  .  .  These  charts  show  that 
in  the  twenty  years  from  1895  to  1915,  the  cost  of  all  the  labor  and 
materials  entering  into  these  plants  dropped,  in  the  case  of  the 
Lebanon  company  13  per  cent,  and  in  the  case  of  the  Mascoma 
company  11  per  cent.    .    .    . 

(Continued  in  next  week's  issue  of  Rate  Research) 
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NEBRASKA 


132 — Protection  from  Competition. 

People's  Telephone  Company  of  Sterling,  Nebraska,  Application 
For  Authority  to  Issue  Stock.  Decision  of  the  Nebraska  State 
Railway  Commission,  Approving  an  Issue  of  Stock.  June  3,  1915. 
Eighth  Annual  Report  of  this  Commission,  p.  205. 

The  proposed  issue  of  stock  was  for  the  purpose  of  constructing  a 
second  telephone  property  in  the  locality  in  question.  The  Commission 
was  unanimously  of  the  opinion  that  public  necessity  and  convenience 
did  not  require  the  duplication  of  telephone  service.     The  Commission 

says: 

"The  statute,  however,  under  which  this  application  is  filed,  is 
specific  legislation,  directing  this  Commission  to  authorize  the 
issuance  of  securities  under  certain  conditions,  none  of  which,  as 
heretofore  set  forth,  are  predicated  in  the  question  of  public  necessity 
and  convenience,  and  a  mandamus  would  lie  against  the  Commission 
were  it  to  refuse  the  application  on  that  ground. 

"In  recent  sessions  of  the  legislature,  subsequent  to  the  enactment  of 
the  statute  in  question,  bills  requiring  public  service  utilities  to  secure 
a  certificate  of  public  necessity  and  convenience  before  commencing 
operations,  or  making  extensions,  have  been  introduced,  but  failed 
of  passage. 

"The  Commission  is  fully  cognizant  of  the  evils  involved  in  the 
duplication  of  service  in  public  utilities.  The  greater  possibilities 
of  financial  loss  on  the  part  of  investors  involves  a  greater  risk, 
which  must  be  considered  by  the  Commission  in  determining  a 
reasonable  rate  of  return.  As  the  law  now  stands,  the  power  to 
correct  this  condition  lies  with  the  legislature  and  not  the  Com- 
mission." 


ILLINOIS 

224— Rates. 

Peoples  Power  Company,  Complaints  As  to  Rates  For  Gas  and 
Electric  Service  in  the  City  of  Moline  and  in  the  City  of  Rock  Island. 
Decisions  of  the  Illinois  Public  Utilities  Commission,  Authorizing 
Rates  Agreed  Upon  by  Compromise  Between  the  Company  and  the 
Cities,  May  24  and  June  9,  1916,  Respectively. 

Complaints  were  filed  against  the  rates  for  gas  and  electric  service  in 
the  cities  of  Moline  and  Rock  Island.  vSubsequently  an  agreement 
between  the  company  and  the  city  in  each  case  was  reached,  in  which 
rates  satisfactory  to  the  complainants  were  agreed  upon.     Joint  appli- 
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cations  by  the  complainant  city  and  the  company  were  made  to  the 
Commission  asking  that  the  compromise  rates  be  approved  and  the 
complaints  dismissed.  The  Commission  made  neither  a  valuation 
of  the  utility  properties  not  an  audit  of  the  company's  books  in  either 
case.  The  rates  agreed  upon  are  authorized  by  the  Commission  and 
the  complaints  are  dismissed  subject  to  further  investigation  upon 
complaint  or  upon  motion  of  the  Commission  should  the  question 
of  their  reasonableness  or  adequacy  arise. 


PENNSYLVANIA 

580 — Terms  and  Conditions. 

Powell  v.  California  Water  Company,  Complaint  Regarding  Charge 
For  Water  Service.  Decision  of  the  Pennsylvania  Public  Service 
Commission,   Dismissing  the  Complaint.     June  30,    1916. 

The  Complainant  refused  to  pay  certain  charges  for  water  service. 
The  Company  shut  off  the  water  service  and  appeal  was  taken  to  the 
Commission.     The  action  of  the  Company  is  upheld. 

"The  Commission  refuses  to  find  as  a  matter  of  law  that  the  turning 
off  of  the  water  supply  of  the  delinquent  consumer  after  reasonable 
notice  to  pay  is  unjust." 

The  Company  had  also  made  a  change  in  Complainant's  meter  to  which 
the  complainant  objected  and  the  Commission  is  asked  to  find  that  the 
meter  cannot  be  changed  without  the  consent  of  the  consumer.  It  is 
held  that  the  meter  is  the  property  of  the  company  and  "all  that  can 
be  demanded  in  justice  to  the  consumer  is  that  the  meter  shall  honestly 
register  the  consumption  and  it  is  immaterial  what  device  may  be 
employed  to  secure  that  registration." 

"The  Commission  refuses  to  find  as  a  matter  of  law  that  the  water 
company  has  not  the  right  to  change  its  meter — -preserving,  however, 
the  record  of  the  old  meter,  so  that  no  injustice  shall  be  done  to  the 
consumer." 


MASSACHUSETTS 

830— Municipal  Ownership. 

Town  of  Middleboro,  Application  for  Authority  to  Sell  Current  from 
the  Municipal  Electric  Utility  to  the  Town  of  Lakeville.  Decision  of 
the  Massachusetts  Board  of  Gas  and  Electric  Light  Commissioners, 
Granting  the  Apphcation.     May  3,  1916. 

No  electric  service  is  being  furnished  in  the  town  of  Lakeville,  and  the 
town  of  Middleboro,  operating  an  electric  utility  and  also  purchasing 
current  from  the  Plymouth  Electric  Light  Company,  applied  for 
authority  to  extend  its  lines  into  Tjakeville. 


9        Rate     Research  305 

The  Board  states  that  this  is  the  first  instance  in  which  its  authority 
under  Chapter  191  of  the  General  Acts  of  1915  has  been  invoked, 
although  under  a  number  of  special  acts  municipal  light  plants  have 
been  permitted  to  extend  their  lines  for  the  supply  of  adjoining  cities 
and  towns. 

"By  this  act  the  legislature  has  clearly  indicated  that  such  extensions 
may  be  made,  and  has  left  to  the  Board  merely  the  expediency  of 
each  particular  undertaking  in  view  of  its  ov/n  peculiar  circum- 
stances. In  other  words,  the  ciuestion  seems  to  be  confined  to 
whether  or  not  this  extension  of  the  Middleboro  plant  is  likely  to 
jeopardize  the  interests  of  the  taxpayers  of  Middleboro,  or  of  its 
inhabitants,  who  have  the  primary  right  to  a  supply  from  this  plant, 
or  of  both." 

From  the  facts  in  this  case,  the  Board  finds  the  application  should  be 
granted. 

REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

Do  "Valuations"  Value?  Stone  &  Webster  Journal,  July,  1916,  p.  3, 
5  pages. 

The  editorial  says  that  vakiations  do  not  value  in  the  case  of  public  utilities. 
They  result  in  prices  being  attached  to  public  utilities,  but  they  fail  in  their  attempt 
to  picture  economic  value.  In  other  words,  they  produce  popular  effects,  without 
reaching  the  merits  of  the  case.  In  the  first  place,  no  one  has  yet  discovered 
what  "valuation"  really  means  in  connection  with  a  public  utility.  In  the  second 
place,  there  is  great  disagreement  as  to  how  the  present  tentative  theories  of  valu- 
ation shall  be  given  expression. 

The  editorial  comments  on  Dr.  Milo  R.  Maltbie's  discussion  of  the  "High  Cost 
of  Valuation''  in  an  interview  reported  in  the  Electrical  World  (9  Rate  Research 
242).  In  particular,  attention  is  called  to  Dr.  Maltbie's  conviction  that  there 
cannot  be  a  great  variation  between  engineers  in  arriving  at  a  fair  value  if  they 
adhere  to  engineering  matters.  The  editorial  says:  "We  think  Dr.  Maltbie 
miglit  have  some  difhculty  in  justifying  this  conviction.  If  what  he  says  is  true, 
it  is  strange  that  there  should  be  such  striking  difTerences  in  contractors'  bids." 
An  example  is  given  of  the  bid  of  twelve  contractors  on  work  done  for  the  Rapid 
Transit  System  of  New  York.  There  is  an  item  of  "14,000  cubic  yards  earth  exca- 
tion  above  mean  high  water."  The  lowest  bid  was  $2. .50  a  cubic  yard.  The  high- 
est was  $9.00.  The  difference  is  considerably  more  than  20  or  'AO  per  cent  alluded 
to  by  Dr.  Maltbie.  Here  is  another  item:  "133,700  cubic  yards  tunnel  excavation, 
including  timbering  and  disposal  of  material."  In  this  case,  the  lowest  of  the 
twelve  bids  was  $4.30  and  the  highest  $12.  In  the  case  of  "5.50  tons  steel  rods 
and  bars  built  in  concrete,"  the  bids  ranged  from  .$50  to  $100.  The  items  in- 
cluded in  this  particular  contract  are  very  numerous,  and  the  variations  in  those 
cited  are  characteristic  of  the  whole  list.  It  is  pointed  out  that  when  contracts 
like  these  are  put  up  for  public  competition,  it  can  be  taken  for  granted  that  the 
aim  of  each  bidder  is  to  make  his  price  the  lowest  possible  commensurate  with 
the  market  return  on  the  investment.  ".\  contractor  is  as  likely  to  know  the  real 
cost  of  construction  as  any  court  or  public  service  commission  can  possibly  be. 


306  9        R  a  t  e     R 


e  s  e  a  r  c 


That  is  his  business.  He  is  not  indulging  in  fine  theories,  but  is  merely  trying 
to  buy  his  material  and  labor  as  cheap  as  possible  in  order  that  his  bid  on  the  job 
may  be  lower  than  any  other  contractor's  bid.  Yet  the  variation  between  his  bid 
and  those  of  his  competitors  is,  as  has  been  seen  above,  frequently  very  great; 
far  greater  than  the  20  or  30  per  cent  allowed  by  Dr.  Maltbie." 

312.8 — Discarded  Property. 

Reckoning  With  Costs  of  Superseded  Equipment,  by  Edwin  D. 
Dreyfus.     Electrical  World,  August  5,  1916.     p.  272.  2|  pages. 

The  article  presents  reasons  why  expenditures  for  abandoned  equipment  may 
fairly  remain  in  the  capitalization  of  an  electric  company.  It  is  stated  that  in 
scarcely  any  other  industry  has  supersession  been  more  pronoimced  than  in  the 
development  of  the  central  station  business.  The  efTect  of  the  vast  strides  that 
have  been  made  in  power  plant  development  is  discussed  as  a  prominent  example 
of  this  fact.  It  is  also  pointed  out  that  consolidation  and  centralization  of  load 
usually  involves  the  discarding  of  equipment  in  good  mechanical  condition. 
Under  regulation  in  a  number  of  instances,  the  value  of  such  ecjuipment  has  been 
excluded  as  not  "used  and  useful."  Owing  to  unfavorable  action  of  commissions 
regarding  the  handling  of  discarded  property  accounts,  there  have  been  companies 
which  have  hesitated  to  invest  in  new  plants  for  replacing  older  and  less  efficient 
plants  for  the  reason  that,  in  the  face  of  strict  regulation,  this  would  have  resulted 
as  previously  shown,  in  discounting  previous  investments.  On  the  other  hand, 
there  are  companies  which  have  made  improvements  in  the  way  of  new  central 
stations  but  have  adopted  the  policy  of  keeping  the  outlying  smaller  plants  in 
service  at  an  appreciable  but  imnecessary  cost  in  order  that  they  may  be  in  posi- 
tion to  claim  that  the  same  were  "used  and  useful  for  public  convenience"  and 
that  they  were  therefore  entitled  to  a  return  upon  such  investments.  A  plan  of 
this  kind  is  fundamentally  uneconomic,  but  it  is  a  means,  however,  of  safeguarding 
existing  investments. 

The  holding  of  the  Massachusetts  Board  of  Gas  and  Electric  Light  Commissioners 
in  the  Marlborough  Electric  Company  Case  (7  Rate  Research  163,  164)  is  cited 
with  approval.  Attention  is  also  called  to  the  inclusion  in  the  classification  of 
accounts  of  the  New  Jersey  Board  of  Public  Utility  Commissioners  of  an  item  for 
"abandoned  property"  with  provision  for  the  writing  off  of  abandoned  equipment. 
In  this  connection  the  writer  points  out  the  danger  of  placing  upon  a  company  a 
heavy  burden  of  amortization  which  would  prevent  it  from  making  low  rates 
necessary  to  encourage  the  addition  of  sufficient  business  to  provide  a  proper 
return  on  the  improved  or  enlarged  plant. 

340 — Rate  of  Return. 

Worry,  the  Real  Basis  of  Rate  Making.     Stone  &  Webster  Journal, 

July,  1916,  p.  10,  4  pages. 

"The  only  permanent  basis  for  regulating  the  return  on  investment  is  the  amount 
of  worry  "involved."  The  man  who  buys  a  United  States  Government  bond  is 
content  to  get  three  percent  on  the  investment,  because  the  principal  is  safe  and 
the  interest  checks  forthcoming  regularly.  That  this  is  not  true  of  investments  in 
public  utilities  justifies  a  higher  rate  of  return  for  such  investments.  The  writer 
says  that  a  good  many  public  utilities  are  not  today  securing  the  market  rate  of 
return,  but  that  is  because  the  State  stepped  in  after  the  utility  was  completed 
and  refused  to  allow  the  owners  to  accomplish  what  was  in  their  minds  when  they 
put  up  their  capital. 

"In  the  years  which  have  elapsed  since  the  State  made  this  departure,  there  has 
been  a  great  falling  ofT  in  public  utility  construction — a  perfectly  simple  econornic 
law  has  been  at  work.  In  a  word,  the  return  has  not  been  commensurate  with 
the  worry.  Of  all  worries,  the  worst  are  those  arising  from  political  intervention." 
If  utilities  are  to  operate  permanently  they  must  be  afforded  a  reasonable  return 
commensurate  with  the  risks  involved.  Injustice  to  the  utilities  is  reflected  in 
damage  to  the  communities  taking  service. 
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352 — Expense. 

The  Cost  of  Generating  Power,  by  H.  G.  Stott.  The  Electric 
Journal,  August,  1916.  p.  373.     3i  pages. 

The  cost  of  generating  power  in  steam  plants  as  compared  with  hydraulic  plants 
and  under  different  conditions  of  load  is  discussed.  The  cost  of  power  is  made  up 
of  two  items,  fixed  charges  and  operating  charges,  which  in  many  steam  plants  are 
very  nearly  equal,  while  in  the  hydraulic  plants,  operating  charges  are  so  small  as 
to  be  negligible  and  the  fixed  charges  are  usually  high.  Fixed  charges  are  made  up 
of  interest  on  capital,  amortization  of  capital,  functional  depreciation,  taxes  and  a 
portion  of  administration  expenses  or  running  expenses  chargeable  to  the  cost  of 
power.  Operation  and  maintenance  costs  include  all  costs  of  operating  the  plant 
and  maintaining  it  at  normal  efficiencey.  The  first  item  to  be  determined  in  fixed 
charges  is  the  cost  of  money,  considering  interest  and  providing  for  the  return  of 
the  money  to  the  lender.  The  writer  states  that,  including  all  the  items  in  fixed 
charges,  the  money  invested  will  be  found  to  cost  not  less  than  10,  and  possibly  12 
per  cent  or  more. 

The  article  is  illustrated  with  the  following  curves:  Typical  Daily  Railway  Load 
Curve,  T^^pical  Summer  and  Winter  Curves,  Cost  of  Power  During  Day-Summer 
Load  (for  hydraulic  plants,  steam  plants  and  for  combination  hydraulic  and  steam 
plants),  Cost  of  Power  During  Day-Winter  Load  (for  hydraulic  plants,  steam 
plants  and  for  combination  hydraulic  and  steam  plants),  Variations  in  Cost  of 
Power  with  Load  Factor,  and  Combined  Load  Curve  for  Large  and  Small  Station. 


MUNICIPALITIES 

810— Municipal  or  Local  Regulation  of  Utilities. 

Chicago  Gas  Question.     Weber's.  Weekly,  July  29,  1916. 

The  changes  in  the  manufacture,  sale  and  use  of  gas  must  be  taken  into  consider- 
ation in  the  handling  of  the  gas  question  in  Chicago.  The  article  discusses  the 
various  phases  of  the  Chicago  situation  and  reviews  the  history  of  the  negotia- 
tions between  the  gas  company  and  the  City.  In  conclusion,  the  present  status 
of  the  case  is  set  forth  as  follows:  "The  state  public  utilities  law  has  taken  the 
regulation  of  gas  away  from  the  City  Council  and  placed  it  under  control  of  a  state 
commission.  While  there  is  some  objection  to  this  action  which  deprives  Chicago 
of  home  rule,  this  general  policy  of  uniform  state  control  of  all  public  utilities  is 
all  but  universal  among  the  states.  No  substantial  legal  objection  against  the 
creation  of  the  commission  and  the  exercise  of  its  powers  appears  to  exist.  Ap- 
pointed by  Gov.  Dunne,  it  inclines  to  harsh,  rather  than  moderate,  methods  in 
regulating  corporations  under  its  control.  The  gas  company,  yielding  to  the  de- 
mand for  home  rule,  has  asked  the  City  Council  to  acquiesce  in  a  reduction  of 
candle  power  and  the  placing  of  gas  on  the  fuel,  instead  of  the  illuminant,  basis. 
This  matter  has  been  before  the  City  Council  for  six  months  and  no  action  has 
been  taken.  If  it  sees  fit  the  gas  company  can  disregard  the  City  Council  and 
proceed  to  accept  full  and  complete  regulation  by  the  State  Commission.  At  the 
present  time  the  company  is  proceeding  with  a  comprehensive  inventory  of  all 
of  its  property,  the  work  being  done  by  experts  of  high  standing.  When  completed 
the  valuation,  in  the  opinion  of  the  company,  will  furnish  a  basis  for  determining 
what  rates  will  be  reasonable  for  the  company  to  charge. 

"The  delay  in  the  reduction  of  gas  prices  is  due  to  the  failure  of  the  City  Council 
to  act  on  the  gas  company's  proposition  as  to  candlepower  reduction.  Inasmuch 
as  the  Council  does  not  control — being  deferred  to  because  of  the  home  rule  senti- 
ment— the  gas  company  soon  will  have  to  appeal  to  the  State  Commission  for 
authority  to  raise  its  prices,  so  as  to  produce  a  fair  profit — as  the  law  allows — or 
to  manufacture  a  grade  of  gas  that  can  be  sold  at  80  cents,  or  less.  The  alder- 
men block  the  solution  of  the  Gas  Question." 
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GENERAL 


900— General. 


Papers  on  Street  Lighting  Service,  Journal  of  the  Western  Society  of 
Engineers,  June,  1916,  p.  477  and  p.  483. 

"Recent  Street  Lighting  Problems  and  Developments,"  by  J.  R.  Cravath  and 
"Some  Ex]>eriences  in  Connection  with  Chicago's  Street  Lighting  System,"  by 
Arthur  C.  King,  two  paper's  presented  before  a  joint  meeting  of  the  Chicago  Sec- 
tion A.  I.  E.  E.,  Chicago  Section  I.  E.  S.  and  Electrical  Section  W.  S.  E.,  February 
28,  1916,  are  given  in  this  issue  of  the  Journal. 


COURT  DECISION  REFERENCES 

900— General. 

City  of  Vandalia  v.  Postal  Telegraph-C.^ble  Co.  Decision  of  the 
Supreme  Court  of  Illinois.     June  22,  1916.     113  Northeastern  65. 

The  city  of  Vandalia  passed  an  ordinance  requiring  that  all  telegraph,  telephone 
and  electric  light  poles  be  removed  from  certain  designated  streets  in  order  to 
improve  the  appearance  of  the  streets.  The  ordinance  provided  a  penalty  for  fail- 
ure to  comply  with  the  removal  order  and  the  city  brought  an  action  against  the 
defendant  telegraph  company  for  payment  of  an  amount  as  penalty  for  failure  to 
comply  with  such  order.  The  teleg  aph  company  introduced  in  evidence  a  prior 
ordinance  granting  it  the  right  to  place  and  maintain  its  poles  and  wires  upon  the 
streets  in  question.     The  Court  says: 

"This  court  has  repeatedly  held  that  when  a  city  1  as  granted  the  right  to  use 
its  streets  to  a  corporation,  and  the  corporation  accepts  the  privileges  and  enters 
upon  the  right  to  use  the  streets  and  has  laid  out  large  sums  of  money  in  prepara- 
tion for  carrying  on  its  corporate  business,  said  grant  becomes  a  binding  con- 
tract between  the  city  and  the  company,  which  cannot  be  rescinded  or  revoked 
except  for  good  cause.  Chicago  Municipal  Gaslight  Co.  v.  Town  of  Lake,  130 
111.  42,  22  N.  E.  616;  City  of  Belleville  v.  Citizens'  Horse  Railway  Co.,  152  HI. 
171,  38  N.  E.  584,  26  L.  R.  A.  681;  Village  of  London  Mills  v.  White,  208  111. 
289,  70  N.  E.  313;  People  v.  Central  Union  Telephone  Co.,  232  111.  260,  83  N.  E. 
829." 

The  rights  of  the  city  are  summarized  by  the  court  as  follows: 

"The  right  of  the  city,  by  virtue  of  its  police  powers,  to  make  reasonable  regu- 
lations relating  to  the  maintenance  and  repair  of  appellants'  poles  and  wires, 
is  guaranteed  by  statute  and  is  not  open  to  argument.  Kurd's  Stat.  1913,  c. 
134,  Section  4.  It  must  be  proportionate  to  and  commensurate  with  the  public 
necessity  for  the  protection  of  the  public  health,  safety,  necessity  or  conveni- 
ence. The  application  of  the  police  power  caimot  be  extended  by  the  authority 
which  is  intrusted  with  its  application,  to  an  arbitrary  misuse  or  denial  of  pri- 
vate rights.  Burlington  v.  Burlington  Street  Ry.  Co.,  49  Iowa  144,  31  Am. 
Rep.  145;  Citv  of  Plattsmouth  v.  Nebraska  Telephone  Co.,  80  Neb.  4G0,  144 
N.  W.  588,  14  L.  R.  A.  (N.  S.)  654,  127  Am.  St.  Rep.  779." 

It  is  pointed  out  that  the  ordinance  is  not  one  of  regulation  or  one  requiring  the 
relocation  of  poles.  It  simply  orders  the  poles  to  be  removed  without  stating 
that  they  are  to  be  placed  underground  on  the  same  streets  or  relocated  on  other 
streets  of  the  city.  The  Court  finds  that  such  an  ordinance  is  clearly  invalid,  and 
/that  no  recovery  can  be  had  against  the  telegraph  company  under  the  ordinance 
in  question. 
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RATES 

PROVIDENCE,  RHODE  ISLAND 

720— Rate  Schedules. 

Narragansett  Electric  Lighting  Company,  Changes  in  Rates  for 
Electric  Service,  Providence,  Rhode  Island  (pop.  224,326).  Effective 
July  1,  1916. 

The  Narragansett  Electric  Lighting  Company  has  put  in  effect  a  new 
schedule  for  lighting  service  which  affords  a  more  favorable  rate  for 
residence  lighting.  This  new  schedule  is  shown  below  as  Rate  A. 
Rates  B  and  C  were  formerly  the  only  ones  in  effect  for  general  lighting 
service.  The  power  rates  in  the  city  of  Providence,  as  reported  in 
9  Rate  Research  151,  have  not  been  changed. 

The  rates  for  lighting  service  effective  as  of  July  1,  1916,  are  as  follows: 

LIGHTING  RATE  A. 

Available  for  all  lighting  purposes,  domestic  heating  apparatus  and  appliances, 
and  motors  one  horsepower  or  less,  when  used  in  comiection  with  a  lighting  in- 
stallation. 

Rate. 

9  cents  net  per  kilowatt  hour. 

Minimum  Charge. 

None,  except  for  summer  customers. 

Summer  customers  or  customers  requiring  the  installation  of  service  for  a  few 
months  during  the  summer  season  at  a  location  not  their  permanent  residence, 
are  required  to  pay  a  minimum  charge  of  $10.00  for  the  season  or  any  part  there- 
of. Summer  customers  whose  permanent  residence  is  outside  the  City  of  Provi- 
dence are  required  to  make  a  deposit  of  $10.00  to  guarantee  payment  of  account. 

Lamp  Service. 

Lamps,  if  furnished  by  the  company  imder  this  rate,  will  be  charged  for  at  its 
regular  prices. 

Meters. 

Under  the  above  rate  the  company  will  install  one  ^or. more  initial  meters  at 
its  option.  All  other  meters  will  be  installed  upon  request  of  the  customer  at 
a  rental  charge  of  50  cents  per  month  per  meter. 

Editorul  Note. — All  indented  matter  is  direct  quotation. 
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LIGHTING  RATE  B. 

Available  for  all  lighting  purposes,  domes'tic  heating  apparatus  and  appliances, 
and  motors  one  horsepower  or  less,  when  used  in  connection  with  a  lighting  in- 
stallation. 


Rate. 


Net  Rate  per  Monthly  Consumption 

Kilowatt  hour  in  Kilowatt  hours. 


10    cents 1-249 

9*  cents 250-  499 

9    cents 500-  749 

8i  cents 750-  999 

8    cents 1000-1249 

7^  cents 1250-1499 

7    cents 1500-1999 

6|  cents 2000-2749 

6    cents 2750-3249 

5i  cents 3250-3749 

5    cents ' 3750-4249 

4*  cents 4250-4999 

4    cents 5000-and 

over 
Minimum  Charge. 

Sames  as  under  Rate  A,  given  above. 

Lamp  Service. 

Under  this  rate,  except  for  auxiliary  connections,  standard  carbon  filament 
lamps  are  furnished  free  for  first  installation  and  a  reasonable  number  of  same 
for  renewals,  but  not  more  than  at  the  rate  of  one  lamp  for  each  twenty-five 
kilowatt  hours  of  current  used.  All  lamps  furnished  by  the  company  for 
renewals,  in  excess  of  one  lamp  for  each  twenty-five  kilowatt  hours  of  current 
used,  will  be  charged  for  at  its  regular  prices. 

LIGHTING  RATE  C. 

Available  for  customers  signing  a  one-year's  contract  for  a  demand  of  1/10  kilo- 
watt or  over.     Current  may  be  used  for  all  purposes. 

Rate. 

Demand  in  Service  Charge  per  Kilowatt  of  Current  Charge 

Kilowatts  Maximum  Demand  per  year  per  Kilowatt  hour 

(.Due  and  pa^-able  monthly.) 

1/10-10  $120.00  .01 

10-25  96.00  .01 

25-50  72.00  .009 

50-100  48.00  .009 

100-200  30.00  .008 

200  and  over  24.00  .008 

Lamp  Service. 

Lamps,  if  furnished  by  the  company  imder  this  rate,  will  be  charged  for  at  its 
regular  prices^ 

Term  of  Contract. 

One  year  or  over. 

Meters. 

Same  as  under  Rate  A,  given  above. 
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COMMISSION  DECISIONS 

COLORADO 

300 — Investment  and  Return. 

Colorado  Springs  Light,  Heat  and  Power  Company.  Petition  For 
Authority  to  Increase  Rates  for  Gas.  Decision  of  the  Colorado 
Public  Utilities  Commission,  Authorizing  an  Increase,  August  7, 
1916. 

Upon  application  of  the  Company,  the  Commission  has  authorized  an 
increase  in  the  rates  for  gas  in  the  City  of  Colorado  Springs. 

On  December  15,  1915,  the  Commission  rendered  a  decision  in  its  in- 
vestigation of  the  rates  of  the  Colorado  Springs  Light,  Heat  and  Power 
Company,  which  is  a  joint  utility  operating  electric,  gas  and  steam 
heating  properties.  In  this  decision,  reported  in  8  Rate  Research  216, 
the  Commission  segregated  the  values  and  operating  expenses  and  earn- 
ings of  the  utilities  a:ad  found  that  the  electric  utility  was  earning  12 
per  cent  on  the  investment  in  the  electric  property  and  that  the  gas 
utility  was  earning  only  1.16  per  cent  upon  the  investment  in  the  gas 
property.  It  was  held  that  the  Commission  was  without  jurisdiction 
over  the  steam  heating  utility.  The  rates  of  the  electric  utility  were 
reduced  and  the  rates  of  the  gas  utility  were  left  unchanged,  pending 
further  consideration  should  the  company  request  an  increase  in  gas 
rates. 

The  Company  filed  an  application  for  a  rehearing  in  which  it  was 
alleged  that  the  Commission  was  in  error  in  segregating  the  various 
properties  of  the  company  for  the  purpose  of  rate  making.  The  appli- 
cation for  rehearing  was  denied.     (8  Rate  Research  369.) 

The  company  filed  its  application  for  an  increase  in  gas  rates. 

411 — Appcrtionment  of  Expense. 

In  its  decision  upon  the  application  for  an  increase  in  gas  rates,  the  Com- 
mission upholds  its  former  rulings  regarding  the  segregation  of  the 
properties  for  rate  making  (see  8  Rate  Research  216,  371),  and  cites 
a  similar  holding  of  the  Illinois  Commission  in  the  Jacksonville  rate 
ease  reported  on  page  315  of  this  issue. 

450— Value  of  the  Service. 

As  shown  by  the  former  decision  the  gas  utility  considered  by  itself  is 
earning  an  inadequate  return.     The  Commission  says: 

"While  it  is  true  that  a  public  utility  is  entitled  to  earn  a  fair  rate  of 
return  upon  the  present  fair  value  of  its  property  in  use  and  useful, 
yet  there  must  be  no  charge  for  service  which  exceeds  the  value  of  the 
service  rendered.     It  is  the  contention  of  the  public  utility  in  this 
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case  that  the  Commission  should  increase  its  rates  and  charges  for 
gas  from  $1.10  gross — $1.00  net,  per  thousand  feet,  to  $1.35  gross — 
$1.25  net,  per  thousand  feet  for  the  first  5  M.  cu.  ft.  each  month. 
The  Commission  is  of  the  opinion  that  the  proposed  schedule  will 
result  in  rates  and  charges  exceeding  the  value  of  the  service  rendered, 
but  the  evidence  introduced  seems  to  justify  an  increase  in  rates 
and  charges  which  will  not  exceed  the  value  of  the  service  rendered. 

"The  best  way  to  determine  the  value  of  the  service  or  the  product 
sold  is  to  closely  watch  the  development  of  the  business  of  the  public 
utility,  as  well  as  the  effect  of  the  increased  rate.  This  rule  as 
announced  by  the  Commission  in  Case  No.  24,  (8  Rate  Research 
216),  that  a  consumer  of  electricity  should  not  maintain  the  gas  de- 
partment of  a  public  utility,  certainly  is  correct.  Prior  to  the  de- 
cision of  the  Commission  in  Case  No.  24,  electric  consumers  within 
the  City  of  Colorado  Springs  were  paying  excessive  rates  to  maintain 
the  steam  and  gas  properties  of  the  petitioning  corporation. 

"That  method  of  charging  was  without  justification.  The  Com- 
mission reduced  the  rates  for  electricity  charged  by  the  petitioning 
corporation  and  placed  in  effect  a  temporary  schedule  of  rates  and 
charges,  effective  until  March  1,  1917,  at  which  time  the  Commis- 
sion will  examine  the  reports  presented  to  it  by  its  Chief  Engineer 
and  Chief  Statistician  from  time  to  time  to  determine  whether  the 
electric  rates  and  charges  of  the  petitioning  corporation  should  be 
further  reduced. 

"The  Commission  is  of  the  opinion  that  the  petitioning  corporation 
should  be  permitted  to  increase  its  rates  and  charges  for  gas  by 
charging  its  present  gross  rate  of  $1.10  per  thousand  cubic  feet  as  a 
net  rate  and  $1.15  per  thousand  cubic  feet  as  the  gross  rate  for  the 
first  5  M.  cubic  feet  of  gas.     .     . 

"The  small  increase  in  charges  should  not  be  burdensome  to  the 
small  consumer  and  will  permit  the  corporation  to  increase  its 
revenues  slightly ;  but  it  will  not  earn  a  fair  rate  of  return  on  the  pres- 
ent fair  value  of  the  gas  properties  of  the  petitioning  corporation  as 
found  by  this  Commission. 

"One  test  as  to  the  reasonableness  of  a  rate  is  the  proper  development 
of  tie  property  of  the  public  utility  carrying  the  rate  or  charge.  It 
will  be  the  purpose  of  the  Commission  to  obtain  reports  from  the 
books  of  the  public  utility  in  order  that  the  revenues  and  the  develop- 
ment of  the  gas  department  of  this  corporation  may  be  kept  under 
the  close  scrutiny  of  the  Commission  for  the  benefit  of  the  consum- 
ing public  and  the  stockholders  of  the  utility. 

"The  Commission  is  of  the  opinion  that  in  the  event  permission 
should  be  given  to  the  petitioning  corporation  to  make  a  schedule 
of  rates  and  charges  which  would  bring  about  a  fair  rate  of  returii 
upon  the  present  fair  value  of  the  gas  properties,  such  schedule 
would  result  in  a  charge  exceeding  the  value  of  the  service  rendered 
and  would  result  in  decreased  revenues  through  consequent  loss  of 
patronage." 
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ILLINOIS 

300 — Investment  and  Return. 

BowE  ET  AL.  V,  Jacksonville  Railway  and  Light  Company,  Com- 
plaint as  to  Rates  Charged  For  Gas,  Electric  and  Street  Railway 
Service  in  the  City  of  Jackson\'ille.  Decision  of  the  Illinois  Public 
Utilities  Commission,  Fixing  Rates,  July  11,  1916. 

The  Commission,  for  the  purpose  of  rate  making,  determined  the  value 
separately  of  each  of  the  three  utility  properties  operated  jointly  by  the 
respondent  company.  The  fair  value  of  the  property  is  found  to  be 
$200,000,  including  $6,000  for  working  capital  in  the  case  of  the  gas 
utility,  $190,000,  including  $7,000  for  working  capital,  in  the  case  of 
the  electric  utility;  and  $175,000,  including  $2,000  for  working  capital, 
in  the  case  of  the  street  railway  property. 

310— Valuation. 

At  the  time  of  the  valuation  the  company  had  under  way  plans  for  the 
rehabilitation  of  certain  of  its  electric  properties  and  the  question 
arose  as  to  whether  or  not  the  cost  of  the  proposed  improvements 
should  be  considered  for  the  purposes  of  this  investigation.  The  com- 
mission says: 

"It  is  beyond  question  that  a  rate  for  a  public  service  should  be 
based  only  upon  the  property  devoted  to  tihat  service.  A  strict  inter- 
pretation of  this  rule  would  prevent  the  inclusion  of  the  items  in 
question;  but  to  deny  respondents  a  return  upon  this  property  so 
shortly  to  be  devoted  to  the  public  service  would  constitute  so  mani- 
fest an  injustice  as  to  do  violence  to  universal  ideas  of  fairness.  As 
a  matter  of  justice,  it  appears  that  the  respondents  are  entitled  to  a 
return  upon  this  additional  property,  and  could  so  receive  it  by 
proper  request  to  this  Commission  after  the  completion  of  the  pro- 
posed work.  Inasmuch  as  this  would  involve  the  expenses  of  another 
proceeding,  it  appears  beneficial  to  both  sides  in  interest  to  make 
proper  allowance  for  the  work  included  in  the  present  rehabilitation 
plans. 

340 — Rate  of  Return. 

Summarizing  its  conclusions,  the  Commission  finds,  in  part,  as  follows : 

"That,  taking  into  consideration  the  nature  and|inherent  risks  of 
public  utility  in^■estment  in  general,  and  particularly  considering 
all  the  facts  and  circumstances  in  evidence  relating  to  the  particular 
utilities  herein,  7  per  cent  per  annum  is  a  fair  rate-of-return 
upon  the  fair  and  reasonable  ^-alues  of  the  gas]and|electric  properties, 
as  determined  hereinabove. 

"That  the  aforesaid  rate-of-return  of  7|^'per  cent  will  not  be 
attained  on  the  value  of  the  street  railway  property,  under  existing 
rates  of  fare;  that  to  increase  the  said  rates  of  fare  would  result, 
very  probably,  in  depriving  the  street  railway  department  of  a  large 
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portion  of  its  present  business;  and  that  such  an  increase  in  rates  of 
fare  consequently  would  work  an  injury  upon  both  the  respondent 
and  the  public,  instead  of  conferring  a  l^enefit  upon  the  said  respond- 
ent. 

"That,  for  purposes  of  rate  making',  each  of  the  respondents'  de- 
partments shall  stand  by  itself  in  so  far  as  the  respective  revenues 
earned  by  each  of  the  various  departments  are  sufficient  (or  in- 
sufficient) to  meet  the  operating  expenses  and  proper  fixed  charges 
of  each  of  the  said  departments;  that  an  insufficient  revenue  from 
one  department  should  not  be  compensated  and  equali^^ed  by  the 
more  adequate  revenue  of  another  department;  that  no  part  of  the 
property  of  the  electric  department  should  be  assigned  to  the  street 
railway  department;  and  that  proper  and  reasonable  charge  should 
be  assessed  by  the  electric  department  against  the  street  railway 
department  for  all  electrical  energy  furnished  by  the  former  and 
consumed  by  the  latter." 

411— Apportionment  of  Expenses. 

"In  a  case  such  as  the  one  at  bar,  where  two  or  more  services  are 
furnished  under  one  general  management,  questions  of  the  allocation 
of  property  and  operating  expenses  frequently  arise.  Equity  does 
not  demand  that  the  consumers  of  one  service  should  be  called  upon 
to  bolster  up  the  revenues  obtained  from  the  users  of  another  class 
of  service.  It  is  axiomatic  that,  in  all  fairness,  a  person  should  pay 
for  only  what  he  receives,  and  a  user  of  water,  for  example,  should 
no  more  be  called  upon  to  help  in  the  upkeep  of  an  electric  light 
plant  owned  by  the  same  company,  than  he  should  be  expected  to 
contribute  to  the  revenue  of  an  independently  owned  electric  com- 
pany whose  product  he  does  not  use.  To  hold  otherwise  would  be 
to  countenance  one  form  of  unfair  discrimination.  The  principle 
applies  to  the  distribution  of  property  between  the  several  depart-, 
ments  of  a  combined  utility.  Since  each  service  must  stand  upon 
its  own  feet,  it  must  be  permitted  to  earn  a  return  upon  all  property 
that  properly  belongs  to  it.  To  assign  the  property  of  one  depart- 
ment arbitrarily  to  the  service  of  another  might  result  in  grave  in- 
justice, inasmuch  as  the  department  from  which  the  property  is 
subtracted  may  thereby  be  deprived  of  a  return  thereon,  a  result 
that  is  clearly  confiscation. 

"Doubtless  economies  may  be  effected  through  the  combined  opera- 
tion of  several  plants;  but  are  not  the  consumers  entitled  to  par- 
ticipate in  the  resulting  benefits?  This  Commission  has  before  it 
the  determination  of  rates  for  property  operated  under  a  stated  form 
of  management  which  has  been  in  effect  for  many  years  previous  to 
this  proceeding,  and  it  is  not  reasonable  to  suppose  that  a  rate  should 
be  predicated  upon  a  different  basis  of  management  merely  because 
such  method  of  operation  may  be  possible.  To  predicate  a  finding 
upon  conditions  which  may  be  imagined  to  exist  instead  of  those 
which  arc  in  actual  operation  is  to  enter  the  realms  of  conjecture,  a 
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basis  affording  no  footing  upon  which  to  base  a  rate  structure. 
Also,  so  far  as  the  general  principle  is  involved,  it  would  seem  an 
unsound  doctrine  that  the  revenues  from  one  class  of  consumers 
should  be  used  to  increase  the  earnings  of  another  utility,  thus 
exacting  tribute  from  one  class  of  customers  for  the  benefit  of  another. 
A  utility,  inherently,  should  not  be  the  instrument  whereby  a  fee  is 
exacted  for  services  that  have  not  been  rendered.  Thus,  in  the  case 
of  the  Northern  Pacific  Railway  v.  State  of  North  Dakota,  the  court 
stated : 

"  'Certainly,  it  could  not  be  said  that  the  carrier  may  be  required  to 
charge  excessive  rates  to  some  in  order  that  others  might  be  served 
at  a  rate  unreasonably  low.'  (236  U.  S.,  L.  ed.  585)." 

362 — Accrued  Depreciation. 

The  Commission  discusses  depreciation  as  follows: 

"The  general  tendency  of  utilities  involved  in  a  rate-making  pro- 
cedure is  to  argue  that  either  nothing,  or  some  merely  nominal 
amount  should  be  deducted  from  cost-new  figures  to  co^'er  past  (or 
accrued)  depreciation.  Almost  in  the  next  breath,  strenuous  argu- 
ments will  be  advanced  for  a  liberal  allowance  to  cover  the  deprecia- 
tion that  will  take  place  in  the  future.  In  general  this  Commission 
can  not  hold  that  there  can  be  one  rate  for  depreciation  in  a  property 
for  the  time  that  has  passed,  and  another  for  the  time  that  is  to 
come,  with  the  date  of  the  rate  proceeding  as  the  dividing  line. 
Perhaps  this  can  not  be  better  illustrated  than  by  the  Witness 
Fischer  who,  contending  for  a  liberal  allowance  on  the  St.  Louis 
Corliss  engine,  says: 

"  'This  engine  has  been  well  maintained  and  was  thoroughly  over- 
hauled within  the  last  four  years,  and  is  fully  equal  to  80  per  cent 
new  in  performing  the  service  it  was  ever  able  to  perform.'  (Fischer's 
Exhibit  2,  page  22.) 

"But  a  few  pages  further  along  (page  32),  in  the  same  exhibit,  the 
exact  counterpart  of  this  engine  with  the  same  80  per  cent  condition, 
is  listed  among  the  articles  to  be  retired  and  sold  for  the  best  ob- 
tainable price.  That  is,  in  the  past  this  engine  has  apparently  had 
a  very  low  rate  of  depreciation,  since  it  was  22  years  olcl  at  the  time 
of  the  investigation.  To  be  retired,  with  proper  depreciated  allow- 
ance, would  require  a  very  high  rate  for  the  period  immediately 
subsequent  to  this  proceeding. 

"That  depreciation  should  be  taken  into  account  in  the  proper 
management  of  a  public  utility,  or  similar  property,  seems  to  admit 
of  little  argument.  Lack  of  consideration  of  the  fundamentals 
involved  has  many  times  placed  the  affairs  of  such  corporations  in 
the  hands  of  receivers.  Proper  provision  to  care  for  depreciation 
is  so  well  agreed  upon  among  students  in  economies  that  it  becomes 
almost  superfluous  to  quote  authorities." 
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366— Depreciation  Funds. 

The  order  of  the  Commission  requires  the  Company  to  set  aside  an- 
nually, for  the  purpose  of  meeting  accrued  depreciation,  the  following 
sums : 

"In  the  gas  department,  three  thousand  six  hundred  dollars  ($3,600)  on 
or  before  June  30,  1917,  and  thereafter  an  amount  equivalent  to  seven 
and  one-half  cents  (7|c)  per  one  thousand  (1,000)  cubic  feet  of  gas 
sold. 

"In  the  electrical  department,  eight  thousand  five  hundred  dollars 
(,$8,500)  on  or  before  June  30,  1917,  and  thereafter  the  same  sum 
each  year  increased  by  four  and  one-half  per  cent  (4.5%)  of  the  cost 
of  all  additions  and  betterments  installed  during  said  year  (exclusive 
of  the  replacements  and  retirements). 

"In  the  street  railway  department,  nine  thousand  dollars  ($9,000) 
on  or  before  June  30,  1917,  and  thereafter  the  same  sum  each  year 
increased  by  four  per  cent  (4%)  of  the  cost  of  all  additions  and 
betterments  installed  during  said  year  (exclusive  of  the  replace- 
ments and  retirements) ; 

"Which  depreciation  funds  shall  be  duly  credited  with  all  earnings 
and  shall  be  used  in  such  manner  as  this  Commission,  upon  applica- 
tion, from  time  to  time  may  approve." 

720— Rate  Schedules. 

The  electric  rates  prescribed  may  be  summarized  as  follows:  For 
Residence  Lighting,  11  cents  gross  or  10  cents  net  per  kilowatt-hour 
for  the  first  15  kilowatt-hours  used  per  month,  and  8  cents  gross  or 
7  cents  net  per  kilowatt-hour  for  all  excess,  with  a  minimum  bill  of 
50  cents  per  month;  for  Commercial  Lighting,  9  cen,ts  gross  or  8 
cents  net  per  kilowatt-hour  for  the  first  50  kilowatt-hours  used  per 
month,  6  cents  gross  or  5  cents  net  for  the  next  100  kilowatt-hours 
used  per  month,  and  4  cents  gross  or  3  cents  net  for  all  excess,  with  a 
minimum  bill  of  50  cents  per  month;  for  Regular  Power  Service,  8 
cents  gross  or  7  cents  net  for  the  first  50  kilowatt-hours  used  per  month, 
6  cents  gross  or  5  cents  net  for  the  next  150  kilowatt-hours  used  per 
month,  5  cents  gross  or  4  cents  net  per  kilowatt-hour  for  the  next  300, 

4  cents  gross  or  3  cents  net  for  the  next  500,  2^  cents  net  for  the  next 
4,000  and  2  cents  net  for  all  excess,  with  a  minimum  charge  of  50  cents 
per  month  per  rated  horse-power  of  motors  connected,  to  and  including 

5  horse-power,  and  30  cents  per  month  per  horse-power  for  all  motor 
capacity  in  excess  of  5  horse-power,  but  in  no  case  less  than  $1.00  per 
month  per  meter. 

Other  schedules  provided  are:  Flat  Rate  Sign,  Window  and  Display 
Lighting,  Electric  Fan  Motors,  Optional  Power  Service,  Off -Peak 
Power  Service,  Service  to  Jacksonville  Railway  Company,  and  Park 
Lighting    Service. 
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NEW  HAMPSHIRE 

144 — Mergers. 

Grafton  County  Electric  Light  and  Power  Company,  et  al.  Peti- 
tion For  Authority  to  Purchase  the  Properties  of  the  Lebanon  Elec- 
tric Light  and  Power  Company  and  the  Mascoma  Electric  Light  and 
Gas  Company,  and  For  Authority  to  Issue  Securities  Therefor. 
Decision  of  the  New  Hampshire  Public  Service  Commission,  Re- 
fusing to  Authorize  the  Purchase  at  the  Terms  Agreed  upon  by  the 
Companies.     July  15,  1916.     Begun  in  9  Rate  Research  297. 

A  brief  history  of  the  case  and  an  abstract  of  the  holdings  of  the 
Commission  on  reproduction  cost  new  were  given  in  last  week's  issue  of 
Rate  Research,  pages  297  to  302. 

315.1— Going  Value. 

The  Commission  finds  that  any  deficits  from  operation  which  may  have 
been  incurred  have  been  "amply  made  up,  as  it  ought  to  be,  out  of 
earnings,  and  that  there  is  no  justification  for  adding  to  the  value  of 
the  plant  as  now  existing  any  allowance  for  going  value  based  on  de- 
ficit from  early  operation." 

The  company's  manager  testified  that  it  never  had  intended  to  make  any 
extension  of  its  lines  until  it  was  clear  that  there  would  be  a  fair  return 
on  the  investment  from  the  beginning.     The  Commission  says: 

"In  the  face  of  this  fact,  it  is  utterly  absurd,  as  the  basis  for  fixing 
the  fair  value  upon  which  justice  demands  that  the  public  pay  an 
adequate  return,  to  assume  a  construction  on  the  entire  plant, — 
extensions,  service  lines  and  meter  connections  complete, — by  a 
company  which  knows  that  those  to  whom  it  has  extended  its  lines 
will  not  become  consumers  for  from  three  to  four  years,  or  longer, 
and  upon  this  assumption  to  find  a  going  value  of  140,000  or  $50,000 
as  the  probable  deficit  resulting  from  such  an  unbusinesslike  construc- 
tion program.     .     .     . 

"No  one  ever  did  build  a  plant  in  that  way,  and  no  one  ever  will.  If  it 
were  done,  it  would  be  such  a  clear  case  of  mismanagement  that  any 
tribunal  would  necessarily  hold  that  the  promoters  of  the  enter- 
prise must  bear  the  resultant  losses.  It  is  out  of  the  question  that 
values  for  the  purposes  of  public  service  regulation  should  be  based 
upon  theories  which  if  they  were  facts  would  be  rejected  as  the  basis 
for  such  values." 

314— Overhead  Charges. 

The  Commission  says: 

"We  are  satisfied  that  in  the  present  case  an  allowance  of  15  per 
cent  is  ample  to  cover  all  overheads,  including  any  conceivable 
going  value."  .    .    . 
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313— Prices. 

In  commenting  on  unit  prices  used  in  one  of  the  estimates  of  value 
made  in  this  case,  the  Commission  says: 

"In  particular,  the  copper  is  put  in  at  prices  prevailing  at  the  date 
of  the  valuation.  In  our  judgment  an  average  price  for  a  reason- 
able period  before  the  valuation  should  be  used.  The  values  of 
public  utilities,  upon  which  rates  are  based,  cannot  be  regarded 
as  in  a  state  of  constant  fluctuation,  keeping  pace  with  speculative 
changes  in  the  price  of  materials. 

"This  method  of  determining  unit  prices  is  not  onl}^  approved,  but 
insisted  on  by  counsel  in  the  brief  above  referred  to  filed  with  the 
Interstate  Commerce  Commission  in  the  Physical  Valuation  pro- 
ceedings on  behalf  of  the  railroad  companies  represented  by  the 
Presidents'  Conference  Committee,  at  p.  141 : 

"  'The  most  valuable  guide  to  prices  for  use  in  this  valuation  will 
be  weighted  averages  of  prices  of  those  commodities  which  fluct- 
uate in  price,  over  a  period  sufficiently  long  to  properly  determine 
such  weighted  averages.  This  period  should  be  ten  years.  If  it 
were  less  it  would  not  include  sufficient  construction  to  properly 
determine  the  average.  The  method  outlined  will  not  only  be  the 
fairest  and  most  equitable,  but  it  will  be  a  much  more  accurate 
measure  of  actual  and  reasonable  value  than  any  other  basis.'  " 

319.1— Water  Power  Rights. 

Evidence  was  submitted  by  the  Company  as  to  the  value  of  the  water 
power  rights  based  on  the  savings  by  their  use  over  the  cost  of  the  same 
service  rendered  by  an  efficient  steam  plant.     The  Commission  says: 

"We  do  not  regard  this  evidence  as  important,  be'acuse  we  do  not 
understand  that  the  test  of  value  is  the  profitable  use  which  can  be 
made  of  the  powers  in  the  particular  public  service  to  which  they 
are  devoted,  but  that  they  must  be  judged  by  the  familiar  method 
of  comparison  with  other  like  property,  recently  sold  or  offered  for 
sale,  and  by  the  prices  paid  for  the  powers  under  consideration,  if 
they  have  themselves  changed  hands  within  a  reasonable  time. 
Market  value,  taking  into  account  both  supply  and  demand,  must  be 
the  measure  of  fair  present  value  for  purposes  of  public  service 
regulation.  To  allow  any  class  of  property  used  in  the  public 
service  to  be  capitalized  at  more  than  its  actual  market  value  would 
produce  the  absurd  result  of  establishing  for  public  service  corpora- 
tions a  higher  basis  of  capitalization  than  for  corporations  of  a  purely 
private  character."     .     .     . 

The  Commission  quotes  from  the  holdings  of  the  Vermont  Commission 
as  to  valuing  water  power  rights  in  Montpelier  &  Barre  Light  &  Power 
Company,  P.  U.  R.  A.  1916  B,  973;  the  Washington  Commission  in  the 
Pacific  Power  and  Light  Co.  case,  P.  U.  R.  A.  1916  B,  86,  at  p.  93 
(8  Rate  Research  257),  and  New  Jersey  Commission  in  Ocean  County 
Electric  Company,   P.  U.  R.  A.  1916  B,  77. 
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"It  is  not  necessary  to  hold,  and  we  do  not  hold,  that  the  public 
is  entitled  to  the  full  excess  in  value  of  these  powers  for  use  in  the 
public  service  above  their  market  value.  If  power  can  be  produced 
more  cheaply  by  their  use  than  by  any  other  method,  allowance 
should  be  made  for  that  fact  in  fixing  a  fair  rate  of  return 
upon  the  investment.  The  public  and  the  owners  should  share 
on  an  equitable  basis  in  the  advantage  derived  from  such  natural 
facilities  for  economical  power-production. 

"But  we  do  hold  that  their  value  for  purposes  of  transfer,  capitali- 
zation and  rate-making  is  no  more  than  their  fair  market  value, 
to  be  determined  by  the  rules  ordinarily  governing  the  fixing  of  the 
market  xsdue  of  similar  property,  and  that  the  evidence  of  the 
prices  paid  for  them  when  not  in  the  public  service,  and  the  value 
of  like  property  in  the  vicinity  in  private  ownership,  is  at  least 
entitled  to  very  great  weight."     .     .     . 

It  is  pointed  out  that  on  the  saving-over-coal  basis  if  one  were  to  com- 
pare wood,  where  wood  is  cheap,  with  coal,  where  coal  is  dear,  for 
production  of  steam  one  would  get  a  high  value  for  wood. 

"That  is  to  say,  if  two  dollars  worth  of  wood  would  do  the  same 
work  as  five  dollars  worth  of  coal,  the  two  dollars  worth  of  wood 
would  be  worth  five  dollars,  which  of  course  is  an  absurdity.  In 
places  remote  from  the  centers  of  population,  and  especially  at 
points  off  the  railroad,  coal  is  dear  and  wood  is  cheap.  But  on  the 
saving-over-coal  theory,  no  such  thing  could  happen,  and  there 
would  be  no  such  thing  as  cheap  wood.  And  on  the  same  principle 
there  could  be  no  such  thing  as  cheap  water  power. 

"And  on  the  saving-over-coal  basis,  these  water  powers  were  worth 
much  more  ten  years  ago  than  they  are  to-day.  For  in  the  past 
ten  years  there  has  been  a  very  great  advance  in  the  production  of 
power  by  steam,  especially  through  the  development  of  the  steam 
turbine.  The  efhcieacy  of  steam  plants  has  been  greatly  enhanced, 
and  the  cost  of  production  correspondingly  diminished,  all  of  which 
of  course  results  in  a  less  saving  to-day  by  the  use  of  any  given  water 
power  over  the  cost  of  coal  production  than  could  have  been  effected 
ten  years  ago,  with  a  proportionate  fall  in  the  value  of  the  power, 
estimated  on  that  basis. 

"The  petitioners  would  be  very  reluctant  to  admit  that  their  powers 
are  worth  less  than  when  they  bought  them,  especially  if  the  prices 
paid  are  to  be  taken  as  measuring  their  then  value.  And  yet  that 
is  precisely  the  conclusion  to  which  their  theory,  rigidly  applied, 
must  lead. 

"If  the  petitioners  were  deprived  of  the  powers  now  owned  by  them, 
they  could  probably  at  once  acquire  others  in  the  immediate  vicinity 
at  no  greater  price  than  they  paid  for  these. 

"The  saving-over-coal  method,  considered  as  a  measure  of  market 
value,  is  in  this  case  simply  a  denial  of  obvious  and  proved  facts. 
It  might  be  verv  useful  in  some  cases.     But  this  is  not  one  of  them 
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310— Valuation. 

The  Commission  says,  in  conclusion: 

''The  petitioners'  counsel  seem  to  be  of  the  impression  that  the 
valuation  of  plants  such  as  these  is  simply  a  matter  of  mathematics, 
and  is  reached  by  placing  specific  figures  upon  the  several  elements 
of  value,  and  merely  adding  these  figures  together.  Nothing  could 
be  farther  from  the  truth.  The  valuation  is  of  the  plant  as  an 
entity.  Consideration  of  the  several  component  elements  is  useful, 
and  may  be  necessary,  in  reaching  an  intelligent  judgment  as  to  the 
value  of  the  whole.  But  that  value  bears  no  necessary  relation  to 
the  value  of  the  several  elements.  Commissions  have  more  time 
and  are  presumably  better  qualified  for  making  thorough  investiga- 
tion and  elaborate  mathematical  calculations  than  juries  called  upon 
to  value  like  properties.  But  in  the  end  their  conclusions  must  be 
reached  by  the  same  process  and  subject  to  the  same  test — the 
exercise  of  a  sound  judgment."     .     .     . 

The  Commission  cites  holdings  from  the  following  cases:  Buffalo 
Gas  Co.  vs.  City  of  Buffalo,  3  N.  Y.  P.  S.  C,  2d  Dist.  553, 
643  (4  Rate  Research  71);  Oshkosh  Waterworks  Co.  v.  R.  R.  Com- 
mission, P.  U.  R.  A.  1915  D,  336,  340-1  (Wis.  Supreme  Court), 
(7  Rate  Research  236);  Chicago  &  N.  W.  Ry.  Co.  v.  The  State, 
128  Wis.  621;  Simms  v.  Columbia  Telephone  Co.  P.  U.  R.  A.  1915  C, 
366,  384-5  (Mo.  P.  S.  C),  (7  Rate  Research  115);  City  of  Springfield 
V.  Springfield  Gas  &  Electric  Co.,  Ill,  P.  U.  C.  (Decided  March  9, 
1916),  pp.  73-4,  (9  Rats  Research  3,  24);  Minnesota  Rate  Cases, 
230  U.  S.  352,  452;  C.  B.  &  Q.  Ry.  Co.  v.  Babcock,  204  U.  S.  585,  598. 

"The  ultimate  value,  then,  depends  not  on  mathematical  deductions 
from  the  figures  represented  by  the  various  elements  enumerated 
in  Smyth  v.  Ames,  together  with  such  others  as  in  any  particular 
case  may  seem  to  merit  consideration,  but  upon  the  exercise  of  a 
sound  judgment,  giving  to  each  element  'such  weight  as  may  be 
just  and  right  in  each  case.' 

"Some  of  these  elements,  especially  those  of  an  intangible  nature, 
as  has  been  pointed  out,  are  so  inextricably  bound  up  with  the 
physical  properties  that  they  are  incapable  of  accurate  separate 
valuation.  On  others,  definite  figures  may  be  put,  but  those  figures 
must  still  be  merely  approximations,  based  largely  on  opinion 
evidence.  And  substantial  variations  in  many  of  them  would  not, 
in  view  of  more  persuasive  evidence,  at  all  affect  our  judgment  on 
the  ultimate  and  only  material  question  of  the  present  fair  value 
of  the  properties  of  these  two  companies,  considered,  as  they  must 
be  considered,  as  entities,  having  a  definite  history  and  present 
condition  of  successful  operation,  and  having  been  the  subject  of 
recent  transfers  as  entities  between  parties  dealing  under  no  com- 
pulsion and  at  arms  length,  and  with  full  knowledge  of  all  the  con- 
ditions affecting  their  value."     .     .     . 
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PUBLIC  SERVICE  REGULATION 


222— Accounts. 

The  Idea  of  Capitalization  as  Applied  to  Public  Service  Corpora- 
tions, by  John  Bauer.  The  Journal  of  Accountancy,  July,  1916,  p.  1. 
8  pages. 

The  discussion  brings  out  the  importance  of  properly  defining  capitalization  in 
public  utility  accounting.  In  the  accounts  of  public  utilities,  capitalization 
should  show  the  total  investment  entitled  to  a  return  from  the  public,  and  this 
requires  a  broader  application  than  is  used  in  general  accounting  practice.  A 
grouping  vmder  two  divisions,  capitalization  as  defined  in  ordinary  usage  and 
capitalization  reserves,  is  suggested  as  most  desirable  for  permanent  accounting 
and  statistical  purposes.  Capitalization  in  the  narrow  sense  would  include  the 
par  value  of  stocks  and  bonds  plus  premiums  and  less  discoimts,  all  advances  from 
affiliated  companies  and  all  interest  bearing  obligations.  The  capital  reserves 
would  include  only  income  items,  sinking  fund  reserves,  miscellaneous  special 
reserves  and  permanent  surplus.  And  capitalization  in  the  broader  sense  would 
include  the  sum  of  the  two  groups.  If  there  has  been  proper  accounting  from  the 
beginning,  there  would  be  shown  imder  the  first  group  the  net  primary  or  original 
investment  and  under  the  second  the  amoimt  of  reinvested  income.  A  distinction 
would  thus  be  maintained  between  the  money  or  equivalent  directly  put  into  the 
business  bj^  the  stockholders  and  other  investors  and  the  profits  put  back  into  the 
business.  This  distinction  obviously  has  importance  in  rate  cases  and  the 
control  of  return  on  investment. 


226.5 — Standards  of  Service. 

Standards  for  Electric  Service.  Circular  of  the  United  States 
Bureau  of  Standards,  No.  56.  262  pages. 

A  circular  on  standards  for  electric  service  has  just  been  issued  by  the  Bureau  of 
Standards.  The  circular  contains  a  detailed  cliscussion  of  the  factors  entering 
into  adeciuate  and  safe  electric  service;  a  chapter  on  meters  which  is  essentially 
a  specification  for  the  acceptance  of  types  of  watt-hour  meters  by  pulalic  service 
commissions  and  is  a  revision  of  the  corresponding  section  of  the  "Meter  Code"; 
an  exhaustive  compilation  of  all  public  service  commission  rules  now  in  force;  and 
a  compilation  of  regulations  of  electric  service  as  provided  for  in  city  ordinances. 
The  Bureau  has  eml>odied  in  the  report  a  set  of  rules  for  the  regulation  of  electric 
service  by  state  commissions,  and  model  ordinances  for  the  regulation  of  electric 
service  in  towns  and  cities,  which  have  been  prepared  to  serve  as  a  guide  in  the 
standardization  of  electric  service  bj^  state  and  local  regulating  bodies.  In  the 
preparation  of  these  rules  the  Bureau  has  had  the  co-operation  of  committees 
representing  the  National  Electric  Light  Association  and  Association  of  Edison 
Illuminating  Companies,  and  has  consulted  with  public  service  commissions 
throughout  the  country. 

Valuable  and  interesting  tabulations  and  compilations  on  various  related  subjects 
are  given  in  the  appendixes  to  the  Circular.  The  report  as  a  whole  will  be  of  in- 
terest and  value  to  public  service  commissions,  to  central  station  operators,  and 
to  municipal  boards  and  commissions  everywhere. 
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GENERAL 


980— Public  Relations. 


Selling  Securities  to  Patrons.  Electric  Railway  Journal,  August 
12,  1916,  p.  264.  6  pages. 

The  article  discusses  the  improvement  of  public  relations  resulting  from  the  partial 
mutualization  of  public  utilities  through  the  sale  of  security  issues,  in  small  de- 
nominations and  under  a  partial  payment  plan,  to  the  patrons  of  the  companies 
or  to  the  general  jiublic  in  the  commimities  served.  The  plans  adopted  and  the 
results  obtained  bj'  the  Byllesby  properties  serve  as  a  basis  for  the  discussion. 


COURT  DECISION  REFERENCES 

SlO^Municipal  or  Local  Regulation  of  Utilities. 

Wichita  Water  Co.  v.  City  of  Wichita.  Decision  of  the  Supreme 
Court  of  Kansas.     June  10,  1916.  158  Pacific  49. 

The  water  company  brought  suit  against  the  city  on  three  counts,  one  of  which 
was  for  expenses  incurred  in  changing  its  water  mains  and  hydrants  to  conform  to 
the  grades  and  elevations  of  a  new  depot.     On  this  point  the  Court  says: 

"Reasonable  changes  and  improvements  in  the  affairs  of  public  utilities  may  be 
ordered  at  the  expense  of  the  pu]:)lic  utility  company.  Thus  as  a  municipality 
increases  its  population  and  business  becomes  congested,  telephone  wires  may 
be  ordered  removed  and  located  elsewhere,  railroads  may  be  reciuired  to  estab- 
lish new  and  more  expensive  crossings,  larger  terminals,  additional  connections, 
etc.  State  ex  rel.  v.  Railroad  Companies,  85  Kan.  649,  118  Pac.  872;  City  of 
Emporia  v.  Railway  Co.,  88  Kan.  611,  129  Pac.  161.  Of  course,  the  exercise 
of  such  powers  must  be  reasonable,  otherwise  the  courts  will  withhold  or  en- 
join their  enforcement.  Paola  v.  Wentz,  79  Kan.  148,  98  Pac.  775,  131  Am.  St. 
Rep.  290;  City  of  Emporia  v.  Railway  Co.,  94  Kan.  718,  147  Pac.  1095;  Tele- 
phone Co.  V.  Utilities  Commission,  97  Kan.  136,  154  Pac.  262. 

"It  is  a  thoroughly  established  proposition  that  a  city  has  a  dual  capacity: 
One  as  an  agency  of  the  state  in  which  it  exercises  powers  purely  governmental, 
legislative  and  public;  the  other  is  proprietarv,  commercial,  and  cjuasi  private. 
City  of  Wichita  v.  Wichita  Railroad  &  Light  Co.,  96  Kan.  606,  608.  152  Pac.  768. 
In  the  exercise  of  its  governmental  powers,  whether  that  exercise  be  wise  or 
foolish,  just  or  unjust,  it  is  never  liable  thereon  in  the  absence  of  a  statute  im- 
posing such  liability.  Of  course  in  its  other  capacity,  the  proprietary,  com- 
mercial, and  quasi  private  one,  it  may  be  subjected  to  liabilities  and  judg- 
ments like  ordinary  private  corporations  aild  individuals.  Nor  can  there  be 
any  doubts  that  the  city  of  Wichita  was  exercising  its  purely  governmental 
functions  when  it  ordered  the  plaintiff  to  change  the  location  of  its  water 
mains  and  hydrants.  In  this  respect  the  city  is  not  liable  for  the  expenses  of 
the  plaintiff  incurred  in  obedience  to  the  citv's  commands.  Edson  v.  Olathe, 
81  Kan.  328,  105  Pac.  521,  36  L.  R.  A.  (N.  S.)"861;  Fire  Insurance  Co.  v.  Village 
of  Keeseville,  148  N.  Y.  46,  42  N.  E.  405,  30  L.  R.  A.  660,  51  Am.  St.  Rep.  667; 
Pond  on  Public  Utilities,  Sec.  3  and  4,  and  cases  cited. 

"The  decided  cases  go  so  far  as  to  say  that  a  city  cannot  bargain  away  its 
powers  to  subject  the  grantees  of  franchises  to  further  reg\ilation  and  control 
as  future  pul^lic  necessities  may  require.  Edson  v.  Olathe.  81  Kan.  328,  105  Pac. 
521,  36  L.  R.  A.  (N.  S.)  861;  Crowder  et  al.  v.  Town  of  Sullivan  et  a!.,  128  Ind. 
48{).  28  N.  E.  94,  13  U.  R.  A.  647;  Siiouffer  v.  C.  R.  &  M.  City  Rv.  Co.  118  Iowa, 
287,  92  N.  W.  79.     Sec  also,  note  in  6  L.  R.  A.  (N.  S.)  1026.'"'.     ".     . 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 

RATES 

PUBLIC  SERVICE  COMPANY  OF  NORTHERN  ILLINOIS 

720— Rate  Schedules. 

Public  Service  Company  of  Northern  Illinois.  Schedules  for 
Electric  Service.     August  1,  1916. 

The  Public  Service  Company  of  Northern  Illinois  serving  suburban 
and  other  towns  in  the  neighborhood  of  Chicago  has  recently  made 
certain  changes  in  its  schedules  for  electric  service. 

A  reduction  was  made  in  the  primary  rate  for  general  lighting  service, 
effective  the  first  of  June,  and  rates  were  reduced  and  changes  in 
determination  of  demand  and  prompt  paiyment  discount  provisions 
were  made  in  the  schedule  for  large  light  and  power  service,  effective 
the  first  of  August. 

The  rates  of  the  company  now  in  effect  are  as  follows: 

GENERAL  LIGHTING  SERVICE. 
Rate. 

12.5  cents  per  kilowatt  hour,  up  to  and  including  September  30,  1916,  and  12 
cents  per  kilowatt  hour  from  and  after  September  .30,  1916,  for  electricity  used 
equivalent  to,  or  less  than,  the  first  30  hours'  use  per  month  of  the  maximum 
demand  in  the  month. 

8  cents  per  kilowatt  hour  f(jr  all  electricity  used  per  month  in  excess  of  the 
equivalent  of  30  hours'  use  of  the  maximum  demand. 

Determination  of  Maximum  Demand. 

(a)  Where  the  rated  capacity  of  the  installation  connected  exceeds  5  kilo- 
watts, measurement  is  by  maximum  demand  indicators. 

(b)  Where  the  rated  capacity  of  the  installation  connected  is  5  kilowatts  or 
less,  the  number  of  kilowatt  hours  equivalent  to  30  hours'  use  per  month  of 
the  maximiun  demand  will  be  estimated  and  fixed  in  accordance  with  the 
table  set  out  below. 

A.  The  figiu-es  in  line  "A"  of  the  table  designate  the  number  of  sockets, 
or  receptacles,  of  installation  connected.  (Where  the  lighting  installa- 
tion has  a  total  rated  capacity  of  .5  kilowatts  or  less,  motors  having  a  total 
rated  capacity  of  1  horse  power  or  imder  and  small  household  utensils  are 
disregarded  in  determining  the  active  installation  connected,  unless  the 
connection  is  permanent,  in  which  case  each  motor  or  utensil  is  taken  at 
its  full  rated  capacitj-.j 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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B.  The  figures  in  line  "B"  of  the  table  designate  the  maximum  number 
of  kilowatt-hours  to  be  paid  for  at  the  12.5  cents,  or  12  cent  rate,  as  the 
case  may  be,  in  the  case  of  residence  customers. 

C  The  figures  in  line  "C"  of  the  table  designate  the  maximum  number  of 
kilowatt-hours  to  be  paid  for  at  the  12.5  cent,  or  12  cent  rate,  as  the  case 
may  be,  in  the  case  of  commercial  customers. 

A 12  3  4  5  6    7     8    9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25 

B 2  3  5  6  7  8    9  10  10  11  11  12  12  13  13  14  14  15  15  15  16  17  18  18  19 

C 2  3  5  6  8  9  10  11   12  13  14  15  16  17  18  19  20  21  22  22  22  23  23  23  24 

A  (Continued) 26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43 

B  (Continued) 19  20  20  21  22  22  23  24  25  25  25  26  26  27  27  27  28  28 

C  (Continued) 24  25  26  26  27  28  29  30  31  32  33  33  34  35  35  36  37  37 

A  (Continued) 44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59  60  61  62 

B  (Continued) 29  29  30  30  31  31  32  32  32  33  33  33  34  34  35  35  36  36  36 

C  (Continued) 38  39  40  41  42  43  43  44  45  46  46  47  47  48  48  49  50  50  51 

A  (Continued) 63  64  65  (i6  67  68  69  70  71  72  73  74  75  76  77  78  79  80  81 

B  (Continued) 37  37  38  38  39  39  40  40  40  41  41  41  42  42  42  43  43  43  44 

C  (Continued) 52  53  54  55  56  57  58  58  59  60  60  61  61  62  63  63  64  65  65 

A  (Continued) ...  .82  83  84  85  86  87  88  89  90  91  92  93  94  95  96  97  98  99  100 
B  (Continued) ...  .44  44  45  45  45  46  46  47  47  48  48  49  49  50  50  51  51  52  52 
C  (Continued) ...  .67  67  68  69  69  70  70  71  72  72  73  73  74  75  75  76  77  77    78 

Prompt  Payment  Discount. 

I  cent  per  kilowatt-hour,  when  bills  are  paid  on  or  before  10  daj's  after  their 
respective  dates. 

Minimumi  Charge. 

50  cents  per  meter  per  month. 

Lamp  Renewals. 

The  Company  will  furnish  free  renewals  of  standard  carbon  filament  (Gem) 
lamps. 

REGULAR  POWER  SERVICE. 
Rate. 

II  cents  per  kilowatt-hour  for  electricity  used  eciuivalent  to  or  less  than  the 
first  30  hours'  use  per  month  of  the  maximum  demand. 

6  cents  per  kilowatt-hour  for  additional  electricity  used  equivalent  to  or  less 
than  the  next  30  hours'  use  jier  month  of  the  maximum  demand. 
3  cents  per  kilowatt-hour  for  all  electricity  used  per  month  in  excess  of  the 
equivalent  of  60  hours'  use  of  the  maximum  demand. 

Quantity  Discounts. 

Whenever  the  portion  of  any  monthly  bill  for  electricity  represented  by  charges 
at  the  6  cent  rate,  or  at  the  6  and  3  cent  rates,  shall  (after  deducting  the  discount 
for  ])roinpt  payment  hereinafter  mentioned),  exceed  $45.00,  the  Company  will 
also  allow  a  discount  from  such  portion  in  accordance  with  the  following  table* 
(Intermediate  discoimts  will  be  determined  by  interpolation.) 

When  such  i)ortion  is  $      45.00,  no  discovmt. 

When  such  portion  is  50.00,  10  per  cent  discount. 

When  such  portion  is  100.00,  15  per  cent  discount. 

When  such  portion  is  150.00,  20  per  cent  discovmt. 

When  such  portion  is  200.00,  25  per  cent  discoimt. 

When  such  portion  is  300.00,  30  per  cent  discount. 

When  such  portion  is  400.00,  35  per  cent  discount. 

When  such  portion  is  500.00,  40  per  cent  discount. 
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When  such  portion  is       750.00,  45  per  cent  discount. 
When  such  portion  is    1,000.00,  50  per  cent  discount. 

Determination  of  Maximum  Demand. 

The  maximum  demand  is  deemed  to  be  a  certain  proportion  of  the  kilowatt 
equivalent  of  the  rated  horse  power  of  all  motors  connected  in  accordance 
with  the  following  table: 

Where  installation  is  under  10  horse  power  and  only  one  motor  is  used .  .85% 

Where  installation  is  under  10  horse  power  and  more  than  one  motor  is 
used . 75% 

Where  installation  is  from  10  to  50  horse  power,  both  inclusive,   irre- 
spective of  number  of  motors 65% 

Where  installation  is  over  50  horse  power,  irrespective  of  number  of 
motors 55% 

Prompt  Pajnnent  Discount. 

1  cent  per  kilowatt-hour  from  the  portion  of  any  monthly  bill  represented  by 
charges  at  the  11  cent  rate,  or  at  the  11  and  6  cent  rates,  provided  the  bill  be 
paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

50  cents  per  month  for  each  horse  power,  or  fraction  thereof,  of  the  total  rated 
capacity  of  the  motor,  or  motors,  or  other  apparatus,  connected. 

LARGE  LIGHT  AND  POWER  SERVICE. 

Alternating  Current — Low  Tension. 

Rate. 

Demand  Charge. 

.$2.50  per  month  per  kilowatt  for  the  first  50  kilowatts  of  maximum  demand 
in  the  month. 

.  $2.00  per  month  per  kilowatt  for  the  next  450  kilowatts  of  maximum  demand 
in  the  month. 

$1.50  per  month  per  kilowatt  for  the  excess  of  the  maximum  demand  in  the 
month  over  500  kilowatts. 

Energy  Charge.     (In  addition  to  the  demand  charge,  for  all  electricity  used.) 

5.0  cents  per  kilowatt-hour  for  the  first  1,000  kilowatt-hours  of  consumption 
in  the  month. 

.3.0  cents  per  kilowatt-hour  for  the  next  2,000  kilowatt-hoin-s  of  consumption 
in  the  month. 

2.0  cents  per  kilowatt-hour  for  the  next  2,000  kilowatt-hours  of  consumption 
in  the  month. 

1.0  cent  per  kilowatt-hour  for  the  next  25,000  kilowatt-hours  of  consumption 
in  the  month. 

0.8  cent  per  kilowatt-hour  for  the  next  70,000  kilowatt-hours  of  consumption 
in  the  month. 

0.6  cent  per  kilowatt-hour  for  the  next  400,000  kilowatt-hours  of  consump- 
tion in  the  month. 

0.5  cent  per  kilowatt-hour  for  the  excess  consumption  in  the  month  over 
,500,000  kilowatt-hoins. 

Determination  of  Maximum  Dem.and. 

The  maximum  demand  per  month  will  be  deemed  to  be  a  certain  proportion 
of  the  kilowatt  eciuivalent  of  the  rated  horse  power  capacity  of  all  motors  or 
other  apparatus  connected,  in  accordance  with  the  following  table: 
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Where  installation  is  under  10  H.  P.  (only  one  motor) 85% 

Where  installation  is  under  10  H.  P.  (more  than  one  motor) 75% 

Where  installation  is  from  10  H.  P.  to  50  H.  P.   (both  inclusive,  irre- 
spective of  number  of  motors) 65% 

Where  installation  is  over  50  H.  P.  (irrespective  of  niimber  of  motors) .  .55% 

The  Company  reserves  the  right  to  measure  the  maximum  demand  by  maximum 
demand  instruments,  and  the  Customer  shall  have  the  right,  upon  request,  to 
have  the  maximum  demand  determined  by  maximum  demand  instruments. 
In  case  the  maximum  demand  is  determined  by  maximum  demand  instruments, 
the  maximum  demand  in  any  month  shall  be  the  average  number  of  kilowatts 
indicated  or  recorded  in  the  30-minute  interval  in  such  month  in  which  the 
consumption  of  electricity  is  greater  than  in  any  other  30-minute  interval  in 
the  month;  provided,  that  in  the  case  of  hoists,  elevators,  welding  machines, 
furnaces  or  other  installations,  where  the  use  of  electricity  is  intermittent  or 
subject  to  violent  fluctuation,  the  Company  reserves  the  right  to  base  the 
Customer's  maximum  demand  upon  a  5-minute  instead  of  a  30-minute  interval 
and  to  require  the  Customer  to  provide,  at  its  own  expense,  suitable  equip- 
ment to  reasonably  limit  such  intermittence  or  fluctuation. 

Prompt  Payment  Discount. 

3  per  cent  of  the  total  charges  for  any  month,  when  the  bill  for  the  month  is 
paid  on  or  before  10  days  after  its  date. 

Minimum  Charge. 

50  cents  per  month  for  each  horse  power  or  fraction  thereof,  of  the  total  rated 
capacity  of  the  motor,  or  motors,  or  other  apparatus,  connected. 

COMMISSION  DECISIONS 

PENNSYLVANIA 

300 — Investment  and  Return. 

Thayer  et  al.  v.  Beaver  Valley  Water  Company,  Complaint  as  to 
Rates.  Decision  of  the  Pennsylvanl\  Public  Service  CoMMissroN, 
Requiring  an  Adjustment  in  Rates,  July  15,  1916. 

In  1914,  the  Company  filed  new  rates  with  the  Commission  providing 
for  an  increase  in  its  revenues.  A  number  of  subscribers  entered  com- 
plaints alleging  that  both  the  proposed  rates  and  those  in  effect  were 
unreasonable.  The  rates  in  effect  had  been  instituted  in  1912  and 
represented  an  increase  over  rates  previously  in  effect.  It  also  appears 
that  the  company  was  unable  to  collect  certain  of  its  charges  under  the 
1912  rates.  It  endeavored  to  compel  the  payment  of  these  charges  by 
denying  ser^■ice  to  the  delinquent  consumers,  and  thereupon  certain  of 
the  consumers  applied  for  an  injunction  against  the  company  to  restrain 
it  from  shutting  off'  the  water.  The  injunction  was  granted  by  the 
Court  of  Common  Pleas  of  Bea\-er  County,  and  is  still  in  force;  it  was 
granted  under  an  agreement  between  the  parties  that  the  consumers 
w'ould  pay  the  charges  based  upon  the  rates  in  effect  prior  to  the 
schedule  of  1912,  this  state  of  affairs  to  continue  pending  the  determina- 
tion of  the  whole  question  by  the  Public  Service  Commission  with  the 
understanding  that  the  decision  reached  by  that  l^ody  should  be  retro- 
active. \ 

The  Commission,  from  its  investigation,  determined  the  amount  of 
revenue  considered  reasonable  and  determined  the  proper  apportion- 
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ment  of  the  revenues  between  general  and  fire  protection  service.  The 
Commission's  order  requires  the  Company  to  submit  new  schedules 
drawn  up  in  accordance  with  the  findings  of  the  Commission. 

310— Valuation. 

In  arriving  at  a  value  of  the  property  for  the  purposes  of  this  case, 
representatives  of  the  complainants,  the  company  and  the  Commission 
met  in  conference  and  agreed  upon  the  value  of  many  of  the  items  of 
the  utility  property.  The  remaining  items  in  dispute  are  passed  upon 
by  the  Commission.  The  holdings  of  the  Commission  on  certain 
questions  considered  are  given  in  the  following. 
312.8 — Discarded  Property. 

The  Company  is  in  possession  of  certain  duplicate  properties  acciuired 
through  consolidation  of  competing  companies. 

"The  evidence  discloses  that  these  items  are  'not  useful,'  inasmuch 
as  they  clearly  would  not  find  any  physical  counterpart  in  the  con- 
ception of  this  plant  reproduced. 

"The  fact  that  the  duplicate  pipe  lines  and  building  are  being  used 
does  not  support  the  claim  that  they  constitute  value  for  rate 
making;  they  may  be  'used,'  but  they  are  not  'useful'  because  they 
are  unnecessary. 

"The  Wisconsin  Railroad  Commission,  in  its  opinion  in  the  case  of 
the  application  of  the  La  Crosse  Gas  and  Electric  Company  for 
authority  to  increase  its  rates,  goes  into  a  long  discussion  of  the 
question  whether  or  not  a  public  utility  company,  made  up  of  the 
combination  of  several  smaller  companies,  may  be  permitted  to  earn 
a  return  upon  property  rendered  inactive  by  reason  of  the  combina- 
tion or  consolidation  of  the  various  plants  into  one  operating  unit. 
The  Commission  in  its  opinion  says:  (W.  R.  C.  Reports,  Vol.  VIII, 
857.) 

"  'The  applicant  contended  that  increased  valuation  is  justified  in 
cases  where  competing  utilities  consolidate  and  thus  secure  cheaper 
operating  conditions  because  severe  losses  of  purely  physical  value 
inevitably  occur  in  making  such  consolidations.  This  contention 
seems  to  rest  upon  the  assumption  that  all  physical  construction 
costs  and  all  costs  of  operation  are  proper  elements  upon  which 
rates  should  be  predicated,  and  that  a  utility  is  unquestionably 
entitled  to  a  return  for  all  its  operating  expenses  and  earnings  on 
at  least  the  reconstruction  cost.  Held:  While  this  assumption  is  in 
the  main  true  under  normal  conditions,  if  the  costs  of  operation  are 
high  because  of  unusual  inefficiency  of  operation  or  if  the  investment 
is  high  because  of  equipment  and  work  clearly  unnecessary,  it  is 
apparent  that  equitable  rates  cannot  be  based  thereon.' 
"The  items  are  not  allowed." 

314 — Overhead  Charges. 

Regarding  an  allowance  for  overhead  charges,  the  decision  says: 

"Engineers  for  the  respondent  would  allow  15%,  arriving  at  this 
figure  as  follows: 
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Preparing  plans  and  specifications,  inspection  and  fees  of 

architects 5  % 

Administration  and  legal 2^% 

Contingencies,  insurance  and  taxes 7|% 

Total 15  % 

"Engineers  for  the  petitioners  testified  that  7|%  should  be  allowed 
— 4%  for  engineering,  ^%  for  petty  cash,  administrative  expenses 
and  taxes,  and  3%  for  interest  during  construction. 
"None  of  these  estimates  was  based  upon  evidence  of  the  actual 
overhead  expenses  during  construction.  They  were  based  upon  the 
opinion  of  the  engineers. 

"As  a  general  proposition,  the  Commission  is  not  disposed  to  allow, 
in  estimating  reproduction-cost-new,  overhead  expenses  during 
construction  upon  an  arbitrary  percentage  basis,  and  finds  that  the 
overhead  expense  during  construction  might  be  anything  from 
perhaps  16%  to  probably  not  less  than  5%,  depending,  in  part,  upon 
the  class  of  professional  services  employed." 

The  Commission  allowed  10  per  cent  on  the  value  of   the   physical 
property  and  7  per  cent  on  the  present  value  of  the  land. 

314.5 — Interest  During  Construction. 

The  Commission   considered  interest  during   construction  separately 

and  found  that  "a  fair  allowance  for  this  item  would  be  3|  per  cent  on 

the    reproduction-cost-new   of   the    physical    property,    including    the 

overheads." 

315.1— Going  Value. 

The  Commission  made  no  allowance  for  going  value  in  this  case,  but 

made  the  following  holding: 

"The  value  of  a  going  concern  as  distinguished  from  the  value  of  a 
concern  having  no  business,  must  be  measured  for  the  purpose  of 
rate-making  by  the  cost  of  acquiring  the  business.  The  fact_  that 
the  State  awards  a  franchise  to  serve  it  presupposes  that  it  will  be 
served,  and  does  not  substantiate  a  claim  for  value  as  a  going  concern 
other  than  the  cost  of  making  it  a  going  concern. 

"The  Commission  believes  that  where  a  utility  company  shows  that 
there  was  a  deficit  in  the  fair  revenue  which  should  have  been  re- 
turned upon  its  investment  during  the  acquirement  of  business 
reasonably  to  be  anticipated  in  making  that  investment  because  of 
inevitable  'lag'  in  the  acquirement  of  that  business,  then  the  amount 
of  money  required  to  be  advanced  by  the  utility  during  a  reasonable 
period  of  time  in  which  to  acquire  the  amount  of  business  for  which 
the  utility  service  was  promoted  so  as  not  to  charge  'first  customers' 
prohibitive  rates,[should  constitute  a  capital  charge." 

340 — Rate  of  Return. 

The  contesting  parties  agreed  upon  7  per  cent  as  a  fair  rate  of  return, 
and  this  is  the  return  allowed  by  the  Commission. 
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MISSOURI 

315.5 — Going  Value. 

City  of  Joplin  v.  Home  Telephone  Company  of  Joplin,  Complaint  as 
to  Rates.  Decision  of  the  Missouri  Public  Service  Commission, 
Dismissing  the  Complaint,  June  2,  1916. 

In  the  proceeding  to  determine  the  reasonableness  of  the  rates  of  the 
Home  Telephone  Company  of  Joplin,  the  valuation  of  the  utility  prop- 
erty, submitted  by  the  Company,  included  an  allowance  for  going  value 
based  on  the  cost  of  securing  subscribers.  The  Company's  engineer 
testifying  before  the  Commission  discussed  this  claim,  in  part,  as 
follows : 

"Money  had  to  be  spent  and  actually  was  spent,  and  it  has  been  my 
experience  always  will  have  to  be  spent,  to  get  business  attached  to 
a  company  after  the  physical  property  has  been  erected.  These 
expenses  might  be  covered  by  advertising,  soliciting  and  general 
expenses  of  that  character.  Now,  in  addition  to  that,  when  a  new 
property  is  built  and  the  needs  of  the  immediate  future  are  foreseen, 
in  a  general  way,  it  is  necessary  to  build  some  excess  plant  to  take 
care  of  the  customers  that  can  reasonably  be  expected  to  be  attached 
in  the  near  future.  There  is,  of  course,  a  carrying  charge  on  this 
investment,  interest  and  depreciation." 

The  Commission,  referring  to  this  testimony,  says  in  its  decision  in  the 
case: 

''The  basis  of  this  claim  as  shown  by  the  above  excerpt  is  the  expense 
incurred  in  securing  new  subscribers  by  advertising,  soliciting  and 
general  expenses  incident  thereto,  also  the  excess  plant  to  take  care 
of  prospective  customers  in  the  near  future.  So  far  as  the  last  item, 
excess  plant,  is  concerned,  it  is  sufficient  to  say  that  a  reasonable 
allowance  for  that  purpose  is  generally  recognized  in  all  appraisals, 
and  doubtless  was  in  this,  but  not  as  a  separate  item. 

"Notwithstanding  the  fact  that  a  public  necessity  and  convenience 
should  exist  to  justify  the  construction  of  a  public  utility,  and 
therefore  that  business  should  come  to  it  with  little,  if  any,  cost,  it 
is  well  recognized  that  good  management  of  such  a  plant  requires 
the  continual  growth  and  expansion  of  the  business  when  practicable, 
and  any  reasonable  expense  to  that  end  should  not  only  be  allowed 
but  is  commendable.  The  testimony  in  this  case  shows  that  solicitors 
were  employed  by  the  company  to  go  out  and  solicit  subscribers  and 
that  the  cost  of  securing  new  subscribers  averaged  from  $7.00  to 
$10.00  each.  It  was  shown  that  there  was  paid  for  advertising  alone 
to  the  local  newspapers  and  trade  journals  $2,714  in  eight  months, 
or  about  $340  per  month.  Of  the  amount  thus  expended,  $100 
per  month  was  paid  to  one  newspaper  under  an  arrangement  with 
two  other  mercantile  establishments  of  the  city,  by  which  each  of  the 
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three  paid  the  newspaper  said  sum  per  month  in  a  'trades  boosting 
campaign.'  These  expenses  were  actually  charged  and  paid  as 
operating  expenses,  and  it  is  evident  that  if  a  reasonable  return  on 
the  investment  was  received  during  such  period,  there  woulcl.be  no 
basis  for  adding  such  cost  of  de\elopment  as  a  property  value.  But 
it  was  contended  by  counsel  for  the  Company  that  such  reasonable 
return  on  the  investment  had  not  been  paid,  and  therefore  that  as 
the  dividends  which  the  stockholder  was  entitled  to  from  earnings 
had  gone  into  the  plant  in  de^•eloping  the  business,  such  development 
cost  should  now  be  included  as  a  part  of  the  investment.  This  view 
was  also  expressed  by  witness  Myers  for  the  Company.  Referring 
to  the  cost  of  advertising,  he  said: 

"  'But  the  stockholder  is  paying  it  if  he  isn't  receiving  dividends.' 

"It  thus  appears  that  the  basis  of  the  capitalization  of  cost  of  de- 
velopment is  but  the  statement  in  different  language  of  the  deficit 
theory  of  going  value;  that  is,  that  if  losses  are  sustained  in  the 
early  years  of  operation  and  until  the  plant  is  on  a  paying  basis,  the 
deficit  in  the  fair  return  should  be  added  as  a  part  of  the  capital. 
This  theory  ad\'anced  a  few  years  ago  has  been  generally  rejected  as 
unsound.  An  investor  in  a  public  utility  has  no  guarantee  from  the 
public  against  losses.  He  must  decide  for  himself  and  at  his  peril, 
as  in  case  of  a  private  enterprise,  whether  the  business  can  be  con- 
ducted with  profit.  If  he  should  be  mistaken  and  find  that  he 
anticipated  the  profitable  operation  of  the  plant  at  reasonable  rates 
by  a  few  years,  there  is  no  authority  for  the  recoupment  of  such 
losses,  either  by  including  the  deficit  as  capital,  or  by  an  increase  of 
rates  over  an  average  reasonable  return  upon  the  investment.  The 
public  at  any  gi\'en  time  is  entitled  to  such  rates  as  will  yield  a 
'reasonable  average  return  upon  the  value  of  the  property  actually 
used  in  the  public  service,'  etc.  The  theory  of  the  law  governing 
the  regulation  of  rates  and  charges  by  public  utilities  seems  to  be 
that  the  public  on  the  one  hand,  and  the  investor  on  the  other, 
should  be  protected  against  unreasonably  high  or  unreasonably  low^ 
rates,  when  the  question  is  presented  before  the  rate  making  body. 
Whether  the  business  of  past  years  has  yielded  more  or  less  than 
such  reasonable  return  should  not  be  considered  either  for  the 
purpose  of  remedying  unjust  exactions  from  the  public  or  past  losses 
of  the  Company. 

"The  Company  claims  a  going  Aalue  of  from  10  to  15  per  cent,  of  the 
value  of  the  physical  property.  The  more  recent  decisions  hold  that 
an  intangible  property  value  does  exist  in  case  of  a  public  utility, 
established  and  in  successful  operation  at  reasonable  rates.  In  the 
recent  case  of  Des  Moines  Gas  Company  v.  Des  Moines,  P.  U.  R. 
1915D,  1.  c.  584  (Rate  Research  314,  317),  the  Supreme  Court  ot 
the  United  States  said : 

"  'That  there  is  an  element  of  value  in  an  assembled  and  established 
plant  doing  business  and  earning  money  over  one  not  thus  advanced 
is  self-evident.     *     *     * 
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'^  'This  element  of  value  is  a  property  right  and  should  be  con- 
sidered in  determining  the  value  of  the  property  upon  which  the 
owner  has  a  right  to  make  a  fair  return  when  the  same  is  privately 
owned,  although  dedicated  to  public  use.' 

"The  value  thus  recognized  is  based  upon  sound  business  principles, 
for  it  is  conceded  by  courts  and  commissions  that  the  rate  of  return 
on  an  investment  in  a  public  utility  should  be  as  high,  or  somewhat 
higher,  than  the  rate  of  interest  on  first-class  securities.  And  as 
such  return  is  constant,  permanent  and  free  from  taxes,  it  is  apparent 
that  an  investment  yielding  such  a  profit  would  have  a  value  upon 
the  market  in  excess  of  the  value  of  the  actual  physical  property. 
The  Joplin  exchange  possesses  every  element  that  would  entitle  a 
public  utility  to  an  added  intangible  property  value." 

The  Commission  found  the  value  of  the  physical  property  to  be  $485,000. 
The  final  value  with  going  value  added  was  found  to  be  $530,000.  The 
difference  between  the  two  values,  or  $45,000,  evidently  represents  the 
amount  allowed  by  the  Commission  for  going  value. 


MAINE 

226.2 — Extension  of  Service. 

Augusta  Water  District,  Investigation  on  Motion  of  the  Commis- 
sion as  to  Adequacy  of  Service.  Decision  of  the  Maine  Public  Utili- 
ties CoMMissiON,  Requiring  Extensions  of  Service  Under  Guarantee  of 
Return.     June  13,  1916. 

The  Commission  discusses  the  duty  of  the  water  company  to  make 
extensions  as  follows : 

"The  Augusta  Water  District  is  a  monopoly.  Neither  its  charter 
nor  the  general  law,  nor,  so  far  as  appears,  an\'  ordinance  of  either 
of  the  municipalities  within  which  it  exists,  forbids  the  operation  of 
a  pul)lic  water  system  l)y  any  other  person  or  corporation;  but  its 
charter  and  street  locations  have  that  effect.  Others  are  practically 
precluded  from  doing  a  water  business  there,  and  the  residents  from 
securing  service  from  others. 

"Subject  to  reasonable  limitations,  its  duty  to  serve  is  measured 
geographically  by  the  limits  of  the  territory  within  which  it  deters 
others  from  ser\ing.  This  is  just  as  true  where  it  prevents  others 
l)y  having  absorbed  the  more  profitable  portions  of  the  territory 
itself  as  though  it  excluded  them  by  actual  force  or  by  direct  legis- 
lative prohibition.     .     .     . 

"As  we  have  intimated,  this  duty  is  not  without  its  limitations. 
Burdens  will  not  l)e  imposed  upon  the  utility  which  either  impair 
its  power  to  ser\e  its  territory  generally  or  are  unreasonably  onerous 
upon  the  mass  of  its  consumers.  Nor  will  it  be  required  to  under- 
take to  do  that  which  is  physically  or  financially  impossible  or 
unreasonable.     For  example,  r(\^pondent,  limited  as  to  its  power  to 
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borrow,  may  not  be  required  to  make  extensions  as  rapidly  as 
similar  districts  which  may  finance  extensions  and  renewals  by  bond 
issues.  Every  case  must  depend  somewhat  upon  its  own  conditions. 
But  the  burden  is  upon  the  utility,  largely,  at  least,  to  show  that 
the  general  rule  should  not  apply  in  any  given  case  under  consid- 
eration.    .     .     . 

"The  respondent  asks  that  the  petitioners  be  required  to  guarantee 
a  return  of  10  per  cent  per  annum  on  the  cost  of  the  extension.  We 
think  it  equitable  that  under  the  circumstances  they  should  give 
some  guarantee  for  a  reasonable  length  of  time.     .     .     . 

"But  the  rate  demanded,  10  per  cent,  is  too  high.     .     .     ." 

The  Commission  finds  that  the  average  rate  of  return  on  the  entire 
system  is  a  trifle  less  than  7  per  cent. 

"If  extensions  are  not  to  be  made  at  a  loss,  they  certainly  should 
not  be  required  to  help  carry  the  rest  of  the  system  through  the 
medium  of  a  special  guarantee." 

"We  have  said  that  the  petitioners  should  not  be  required  to  guarantee 
more  than  7  per  cent  on  the  cost  of  the  extension.  We  think  that 
the  rate  should  be  less  than  7  per  cent  unless  the  trustees  discontinue 
certain  discriminations  now  practiced. 

129.1 — Discrimination. 

"We  refer  to  the  granting  of  service  to  the  City  of  Augusta  free  of 
cost.  This  is  a  practice  so  widely  indulged,  so  fallacious  in  the 
reasons  for  its  existence,  and  based  on  considerations  whose  legality 
is  so  generally  misunderstood,  that  we  prefer  to  give  it  more  attention 
than  the  amount  involved  in  this  particular  case  might  seem  to 
warrant. 

"As  we  have  already  stated,  a  condition  of  the  franchise  grant  to 
the  Augusta  Water  Company  by  the  City  of  Augusta  was  that  the 
city  should  receive  free  service  for  all  purposes  after  the  lapse  of 
twenty  years.  This  means  fire  protection,  city  building,  schools 
and  all  other  municipal  purposes.  The  so-called  private  takers  are 
carrying  the  entire  burden.  The  trustees  evidently  regard  it  as  a 
condition  from  which  there  is  no  escape,  and  not  an  unfair  one.    .    .    . 

"While  we  believe  that  the  trustees  of  this  district,  in  common  with 
the  officers  of  many  other  pul^lic  utilities,  are  acting  in  absolute 
good  faith  in  this  matter,  we  think  that  practically  the  unanimous 
opinion  of  publicists,  commissions  and  courts  is  that  the  practice  is 
neither  fair  nor  lawful." 

Discussing  the  contract  first  as  to  fairness,  the  Commission  says: 

"The  practice  is  founded  in  the  idea  that  the  municipality  should 
get  something  out  of  the  utility  for  the  use  of  its  streets.  We  do 
not  propose  to  discuss  this  subject  generally,  but  this  much  is  beyond 
dispute.  Somebody  must  and  does  pay  the  bills,  and  under  effective 
regulation  it  is  the  consumer — whatever  the  case  may  be  otherwise — 
because  the  rate  is  measured  by  the  value  of  the  investment,  not  by 
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the  number  or  class  of  the  consumers;  the  aggregate  of  the  rates 
collected  must  be  as  great,  whether  all  or  only  a  part  of  the  users 
pay,  and  every  charge  must  be  reflected  in  allowable  operating  cost. 
If  Augusta  does  not  pay  for  water  used  for  municipal  purposes, 
this  charge  becomes  a  tax  levied  upon  the  domestic  users,  not  in 
proportion  to  their  taxable  property,  nor  the  benefit  they  receive 
from  the  municipal  use,  but  distributed  according  to  a  use  entirely 
distinct  from  that  for  which  they  are  being  mulcted. 

"The  injustice  of  the  attempt  to  collect  for  the  franchise  in  this 
manner  consists  in  the  fact  that  one  class  of  service,  the  domestic 
or  individual,  pays  for  the  privileges  enjoyed  by  both  classes,  the 
domestic  or  individual,  and  the  municipal  or  collective.  The  indi- 
vidual should  pay  for  the  water  he  uses  in  proportion  to  his  use;  the 
property  should  pay  for  its  protection  in  proportion  to  its  taxable 
value,  just  as  it  pays  for  police  protection  and  firemen's  salaries." 
224.5 — Rates  Fixed  by  Contract. 

"The  evidence  in  this  case  shows  that  the  municipality  is  promised, 
in  its  arrangements  with  the  Augusta  Water  Company,  free  service 
for  an  unlimited  time.     We  are  of  the  opinion  that  this  contract- 
never  was  binding,  and  that  whatever  force  it  may  have  possessed 
when  entered  into,  later  statutory  regulations  avoided. 

"In  the  first  place,  it  would  seem  to  be  against  public  policy,  for  a 
public  utility  to  enter  into  an  agreement  whereby  the  benefits  of 
one  substantial  class  of  its  patrons  are  required  to  be  paid  for  by 
another  class.     This  is  especially  obnoxious  where  not  even   the 
geographical  limits  of  the  municipality  are  the  same  as  those  of  the 
territory  served  by  the  utility.     This  is  not  an  attempt  to  fix  the 
compensation  with  reasonable  accuracy;  it  is  no  compensation  at 
all." 
The  Commission  discusses  the  application  of  the  Maine  law  in  its 
bearing  upon  the  validity  of  the  contract  in  question.     A  number  of 
decisions  of  other  commissions  and  courts  in  point  are  cited  and  the 
Commission  concludes  that  the  cost  of  furnishing  service  to  the  city 
should  be  borne  by  the  city. 
226.2 — Extensions  of  Service. 

Returning  to   the  question   of   extension   of  service,  the  Commission 
says : 

"We  cannot  foretell  whether  the  trustees,  in  publishing,  a  rate  for 
municipal  uses,  will  feel  justified  in  reducing  the  domestic  rates 
now  in  force,  or  will  believe  that  the  additional  revenue  is  required 
for  extensions,  etc.  Nor  can  we  say  what  proportion  of  the  present 
charge  should  be  borne  by  the  city.  We  do  know  that  a  fair 
apportionment  for  municipal  uses,  including  hydrant  rental,  is  a 
very  substantial  amount.  Under  the  foregoing  conditions  we  shall 
reserve  to  the  parties  the  right  to  a  rehearing  on  the  amount  of  the 
guarantee  after  one  year.  For  the  present  we  shall  fix  it  at  6  per 
cent  of  the  cost  of  the  extension,  and  shall  stipulate  that  it  continue 
only  for  a  limited  time." 
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226-Service.  ILLINOIS 

Abbott  Light  and  Power  Company  v.  Andrew  Parks,  Petition  Asking 
That  Respondent  Be  Required  to  Repair  Service  Line,  or  That  Peti- 
tioner Be  Granted  Permission  to  Abandon  Service.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Ordering  Petitioner  to  Repair 
Service  Line  and  Continue  Service  LTnder  Monthlv  Guarantee,  April 
13,  1916. 

The  Abbott  Lig;ht  and  Power  Company  filed  a  petition  with  the  Com- 
mission seeking  to  require  the  respondent  customer  to  rebuild  and  main- 
tain a  service  pole  line  (some  610  feet  in  length)  which  connects  the 
consumer's  residence  to  the  electric  lines  of  the  petitioner,  or  to  obtain 
permission  to  abandon  the  service  completely. 

It  appeared  that  the  service  line  had  been  installed  by  the  Company 
about  twelve  years  ago  for  the  purpose  of  carrying  a  fairly  profitable 
load  obtained  at  the  premises  of  a  former  consumer.  Removal  of  the 
original  consumer  and  a  demolishment  of  his  establishment  lead  to  the 
connection  of  the  old  service  wires  to  the  residence  of  the  respondent. 
This  service  line  is  now  in  a  very  deteriorated  physical  condition  and  is 
presumably  a  menace  to  public  safety.  The  petitioner  claims  that  the 
business  to  be  derived  from  the  respondent  is  insufficient  to  warrant 
the  retention  and  maintenance  of  the  line  by  the  Company. 

The  Commission  says: 

"At  the  outset,  it  may  be  stated  that  this  Commission  has  no  juris- 
diction to  compel  the  said  Andrew  Parks  to  rebuild  or  to  maintain 
the  service  line  in  question.     Such  jurisdiction  as  the  Commission 
takes  in  the  matter  will  relate:    (1)  To  the  condition  under  which 
the  petitioner  will  be  required  to  render  service  at  the  aforesaid  resi- 
dence of  the  said  Andrew  Parks;    and  (2)  to  the  rates  of  charge  for 
such  service." 
The  Commission's  order  requires  the  Company  to  repair  and  maintain 
the  service  line  in  question  provided  the  Respondent  consumer  guaran- 
tees to  pay  a  regular  minimum  monthly  bill  of  $2.00  per  month. 

The  situation  is  discussed  as  follows: 

"The  question  involved  is  by  no  means  susceptible  to  a  general  and 
perfectly  satisfactory  solution.  The  mere  contention  that  a  utility  may 
do  away  with  some  small  portions  of  its  system  which  have  proved 
to  be  losing  ventures  financially  has  been  disproved  many  times. 
On  the  other  hand,  the  rule  of  reason  must  apply.  If  a  utility  is 
forced  to  continue  many  unprofitable  ventures,  simply  because  it 
has  in  the  past  been  rendering  a  ser\ice  which  some  individuals  may 
desire  to  be  indefinitely  continued,  the  ultimate  result  seems  un- 
avoidable receivership,  or  else  a  compensatory  increase  in  rates.  The 
losses  maintained  in  one  portion  of  this  utility's  business  naturally 
are  to  be  offset  only  by  unfairly  discriminatory  profits  derived  from 
other  portions. 

"The  question  in  this  case  has  been  recently  considered  at  length  by 
the  Railroad  Conmiission  of  Wisconsin,  in  the  cases  City  School 
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Board  of  Beloit  v.  Beloit  Water,  Gas  &  E.  Co.  P.  U.  R.  1915  F,  31, 
(8  Rate  Research  109),  and  Re  Bloomer  Electric  Light  &  P.  Co. 
P.  U.  R.  1915  F,  216  (8  Rate  Re'^earch  74)." 

JThe  holdino-  of  the  Wisconsin  Commission  in  the  latter  is  quoted  at 
length,  and  the  Commission  concludes: 

"A  utility,  monopolistic  in  character  throughout  its  territory,  is 
morally  bound  to  serve  all  possible  consumers  which  it  can  reach. 
But  this  obligation  does  not  necessarily  carry  with  it  an  everlasting 
burden  of  continued  losses.  Rural  consumers,  like  urban  consum- 
ers, should  bear  the  reasonable  cost  of  service. 

"It  would  seem  that  the  service  now  rendered  at  the  residence  of 
the  aforesaid  Andrew  Parks  should  not  be  interrupted.  In  this 
particular  case,  the  Commission  finds  that  the  most  equitable  solu- 
tion of  the  question  is  to  require  the  petitioner  to  rebuild  the  service 
line  in  dispute,  provided  that  the  service'  rendered  is  made  fairly  re- 
munerative by  the  establishing  of  a  reasonable  minimum  monthly 
charge.  This  case  is  decided  upon  its  individual  merits,  based  on 
the  record  established  at  a  hearing,  and  in  no  manner  should  be  in- 
discriminately taken  as  a  precedent  for  another  case  of  more  or  less 
dissimilar  characteristics." 
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reports  of  utilities  for  that  year. 

253 — Commission  Reports  of  Decisions. 

Opinions  and  Orders  of  the  Railroad  Commission  of  California. 
Vol:  8.     897  pages. 

The  report  contains  the  decisions  rendered  by  the  Commission  during  the  period 
from  September  1,  191.5,  to  December  31,  1915. 

783~-Safety  of  Service. 

Relations  Between  Electric  Utilities  and  Consumers,  by  J.  Fred 
Schaffer,  Attorney  at  Law,  vSunbury,  Pennsylvania.  Pamphlet,  14 
pages. 

This  paper  was  delivered  before  the  Pennsylvania  Electric  Association  at  Bedford 
Springs,  Pennsylvania,  September.  1915,  and  because  of  the  present  interest  in 
the  subject  treated,  the  Association  has  recently  issued  the  paper  in  pamphlet 
form. 
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The  responsibility  of  the  utility  in  case  of  accident  incident  to  electric  plant 
operation  is  the  principal  subject  of  the  paper.  Such  questions  as  the  following 
are  discussed:  Should  electric  lighting  companies  perform  any  construction  work 
upon  consumers'  premises?  If  so,  under  what  conditions?  To  what  extent 
should  such  work  be  inspected  and  maintained  by  the  electric  company,  if  con- 
structed by  it?  Should  electric  lighting  companies  inspect  consumer's  house 
wiring  or  test  for  trouble?  If  so,  what  action  should  be  taken  by  it,  or  may  it 
take,  for  its  own  protection,  or  that  of  the  consumer,  where  the  inspection  or 
test  has  revealed  defective  apparatus  or  grounded  circuits? 

COURT  DECISION  REFERENCES 

224.5 — Rates  Fixed  By  Contract. 

Marquis  v.  Polk  County  Telephone  Company.  Decision  of  the 
Supreme  Court  of  Nebraska.     July  1,  1916.     158|Northwestern,  927. 

The  franchise  held  by  the  respondent  telephone  company  prescribed  the  maximum 
rates  for  residence  and  business  telephone  service  in  the  City  of  Stromsburg, 
Nebraska.  The  company,  after  a  hearing  before  the  Nebraska  Railway  Com- 
mission, put  in  effect  a  rate  for  business  service  higher  than  that  fixed  in  the 
franchise.  An  appeal  was  taken  to  the  court  from  the  finding  of  the  Commission, 
The  Court  says: 

"The  real  question  is  whether  the  city  had  power  to  contract  in  behalf  of 
telephone  users  in  such  a  manner  that  the  right  of  regulation  at  that  time 
inherent  in  the  legislature  was  taken  away.  Unless  the  legislature  by  its  own 
act  specifically  parted  with  the  power  to  regulate  and  conferred  it  upon  the 
municipal  corporation  in  direct  terms,  such  a  power  could  not  exist  in  the  city, 
and  whatever  contract  or  agreement  was  made  between  it  and  the  telephone 
company  in  behalf  of  telephone  users  within  its  limits  was,  and  must  neces- 
sarily have  been,  made  subject  to  the  legislative  right  of  regulation.  Indeed, 
to  hold  that  an  implied  power  to  contract  exists  from  the  right  to  control  the 
streets,  and  that  contracts  so  made  might  not  be  impaired,  might  prove  exceed- 
ingly detrimental  to  the  public  welfare.  The  progress  of  invention  in  the  cheap- 
ening of  processes  has  been  so  startling  in  recent  years  that  a  rate,  which  is 
fair  to  both  parties  now,  may,  in  the  case  of  gas,  electric  light,  power,  trans- 
portation, or  like  companies,  yield  in  a  few  years  an  excessive  profit  on  the 
capital  invested.  In  such  a  case,  the  public  might  be  powerless  to  impair 
the  obligation  of  the  contract. 

"The  courts,  therefore,  will  not  hold  that  the  exclusive  power  to  contract 
exists  unless  plainly  and  expressly  granted.  State  v.  Wyandotte  Coimty  Gas 
Co.,  88  Kan.  165,  127  Pac.  639;  aiTirmed  on  error  to  the  Supreme  Court  of  the 
United  States  under  the  title  Wyandotte  County  Gas  Co.  v.  State  of  Kansas, 
231  U.  S.  622,  34  Sup.  Ct.  226,  58  L.  Ed.  404;  Home  Telephone  &  Telegraph 
Co.  V.  City  of  Los  Angeles,  211  U.  S.  265,  29  Sup.  Ct.  50,  53  L.  Ed.  176;  Ben- 
wood  V.  Public  Service  Commission  (W.  Va.)  83  S.  E.  295,  L.  R.  A.  1915C, 
261,  and  note,  p.  264;  Milwaukee  Electric  Ry.  &  Light  Co.  v.  Railroad  Com- 
mission, 153  Wis.  592,  142  N.  W.  492,  L.  R.  A.  1915F,  744,  Ami.  Gas.  1915A, 
'  911;  City  of  Kenosha  v.  Kenosha  Home  Telephone  Co.,  149  Wis.  338,  135 
N.  W.  848. 

"This  court  has  held  in  a  number  of  cases  that  contracts  made  by  public  service 
corporations  are  made  with  the  right  of  regulation  as  a  part  of  the  contract, 
and  that  the  power  to  lower  excessive  rates  or  to  increase  inadequate  rates 
still  rested  solely  in  the  legislature  until  by  virtue  of  the  constitutional  amend- 
ment the  same  power  was  extended  to  the  State  Railway  Commission.  McCook 
Irrigation  &  Water  Power  Co.  v.  Burtless,  98  Neb.  141,  152  N.  W.  334,  L.  R.  A. 
1915D,  1205,  and  cases  cited.  The  fact  that  at  the  time  the  franchise  ordinance 
in  question  was  passed  the  Railway  Commission  was  not  in  existence  is  not 
material." 

The  order  of  the  Commission  is  reviewed  and  affirmed  by  the  Court. 
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For  statement  of  facts  and  opinions  contained  in  papers  ab- 
stracted herein,  the  Association  does  not  hold  itself  responsible 


COMMISSION  DECISIONS 
OKLAHOMA 

300 — ^Investment  and  Return. 

City  of  Mangum  v.  Mangum  Electric  Company  and  Turner  et  al. 
V.  Comanche  Light  and  Pow'er  Company,  Complaints  as  to  Electric 
Rates  and  Service  in  the  Cities  of  Mangum  (Pop.  3,667)  and  Lawton 
(Pop.  7,788).  Decisions  of  the  Oklahoma  Corporation  Commission, 
Fixing  Rates,  July  21,  1916.  Decisions  Modifying  Orders  Upon 
Rehearing,  Issued  August  9,  1916. 

The  Mangum  and  Lawton  Companies  are  under  the  same  ownership 
and  the  two  complaints  calling  for  an  investigation  of  the  rates  of 
these  companies  were  heard  in  common.  The  Commission  issued 
orders  reducing  rates  in  both  cases.  Applications  for  rehearings  were 
filed,  and  the  Commission  issued  subsequent  orders  modifying,  but 
not  increasing  in  any  iastance,  the  former  rates.  Both  cases  have 
now  been  appealed  and  are  before  the  Supreme  Court  of  the  State. 

The  Commission's  engineer  made  an  appraisal  of  the  properties  of  the 
respondent  electric  companies  and  estimates  of  value  in  each  case  were 
submitted  by  representatives  of  the  companies.  In  the  Mangum 
case  the  Commission  points  out  that  its  own  engineer  "has  done  actual 
work  and  supervised  the  construction  of  electrical  and  telephone  plants 
and  equipment,"  and  the  Commission  is  inclined  to  accept  his  figures 
and  to  give  little  consideration  to  the  evidence  submitted  by  the  com- 
panies' representatives. 

242.4:— Experts. 

In  regard  to  the  weight  to  be  given  to  the  valuation  estimates  and  the 
testimony  of  experts  employed  by  the  public  utility  companies,  the 
Commission  says: 

"The  Honorable  Smith  McPherson,  who,  it  is  claimed  by  some, 
made  a  grievous  error  in  the  Missouri  rate  case,  apparently  following 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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the  weight  of  testimony  along  new  theories  advanced  by  experts,  in 
one  of  his  last  opinions  shortly  before  his  death,  called  the  attention 
of  the  public  to  the  great  daxiger  of  experts.  When  Judge  McPher- 
son's  life  was  largely  behind  him,  after  he  had  had  more  than  his 
share  of  experience  as  a  United  States  district  judge  in  trying  to 
weigh  the  evidence  of  experts  in  various  public  service  cases,  in  the 
Des  Moines  gas  case  he  said: 

"  'Too  often  we  have  selfish,  partisan,  prejudiced  and  unreliable 
experts  engaged  for  weeks  at  a  time  at  1100.00  or  more  and  expenses 
per  day,  exaggerating  their  importance  and  making  the  successful 
party  in  fact  a  loser.' 

"The  above  quotation  applies  to  the  experts  of  the  defendant  in 
this  case  with  full  force." 

One  of  the  experts  who  made  a  valuation  of  the  companies'  property 
is  a  professor  in  the  State  University.     The  Commission  says: 

"We  seriously  doubt  the  propriety  of  electrical  teachers  in  public 
schools  accepting  employment  by  public  service  corporations  in 
matters  in  which  there  is  a  controversy  between  the  public  and  the 
corporation.  Continued  employment  of  this  kind  would  have  a 
tendency  to  prejudice  the  teacher  and  impair  his  usefulness  as  an 
instructor  of  the  rising  generation.  There  can  be  no  impropriety  in 
accepting  employment  as  consulting  engineer  in  construction  work, 
or  in  matters  in  which  there  is  no  controversy  between  the  corpora- 
tion and  the  public." 

310 — Valuation. 

The  Commission's  holdings  on  matters  of  valuation  given  in  the  fol- 
lowing abstracts  are  contained  in  the  Mangum  case  and  the  opinions 
set  forth  in  that  case  are  referred  to  and  made  a  basis  for  the  findings 
in  the  Lawton  case. 

314.5 — Interest  During  Construction. 

The  Connnission,  in  discussing  a  number  of  items  on  which  conflicting 
testimony  was  heard,  says  regarding  an  allowance  for  interest  during 
construction : 

"It  will  require  about  six  months  to  construct  this  plant.  The 
money  will  not  be  in  actual  use  to  exceed  four  months.  It  is  not 
customary  to  pay  for  electrical  machinery  until  the  same  has  been 
put  in  place  and  tested.  Interest  upon  the  amount  found  herein  at 
6  per  cent,  for  a  period  of  four  months,  is  reasonable."     .     .     . 

314.6 — Taxes  and  Insurance  During  Construction. 

"No  allowance  should  Ije  made  for  taxes  during  construction.  If 
money  during  construction  has  an  earning  power  which  is  added  to 
the  capital  of  the  plant  on  which  the  public  must  pay  interest  for 
all  time  to  come,  we  are  unable  to  see  wherein  the  taxes  should  be 
allowed  and  become  an  asset  instead  of  a  liability.  Interest  is  paid 
by  the  public  year  after  year  for  the  amount  this  money  earns  during 
the  construction. 
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"In  the  Des  Moines  Gas  Co.  t.  City  of  Des  Moines  et  al.,  238  U.  S. 
153,  the  court  said: 

''  'Taxes  during  construction.  The  latter  is  regarded  by  me  as  very 
questionable.  It  is  in  a  certain  sense  making  taxes  an  asset  rather 
than  a  HabiUty  and  the  amount  is  so  vague  and  uncertain  that  it 
has  been  given  very  little  consideration  and  weight  in  fixing  the 
overhead  charges.     Either  the  money  or  the  property  should  pay.' 

"If  this  money  were  deposited  in  a  bank,  or  loaned  at  6  per  cent 
interest,  taxes  should  be  assessed.  Hence,  when  interest  is  allowed 
during  construction,  we  feel  that  taxes  should  be  disallowed,  espec- 
ially since  there  is  no  evidence  that  any  taxes  during  construction 
were  paid  in  this  case." 

318— Working  Capital. 

The  Commission  defines  working  capital  as  follows: 

"The  working  capital  of  a  company  is  a  sufficient  amount  to  meet 
the  necessary  cash  expenditures  during  the  month  or  to  pay  f  ir  the 
necessary  cash  expenditures  for  labor  and  repair  material  during  a 
month  or  until  collections  are  made.  Hence,  the  one^twelfth  of  the 
total  expense  of  operating  the  plant  for  one  year  is  a  sufficient  amount 
for  working  capital." 

315.1— Going  Value. 

The  Commission  says: 

"It  is  contended  that  a  going  concern  value  should  be  allowed  for 
two  reasons.  First,  because  of  inadequate  returns  during  the  early 
operation  of  the  plant.  Second,  because  of  actual  money  expended 
in  building  up  the  business. 

"We  do  not  agree  with  the  theory  that  a  going  concern  value  should 
be  allowed  to  recoup  any  losses  in  the  first  years  of  the  operation  of 
a  plant.  Suppose  a  railroad  were  constructed  through  a  sparsely 
settled  country,  and  bad  j  udgment  was  used  in  the  location  thereof ; 
should  the  people  inhabiting  that  section  of  the  counti-y  afterwards  be 
penalized  throughout  the  years  to  come  because  a  mistake  was  made 
in  locating  a  railroad  at  a  time  when  business  conditions  did  not 
justify  the  expenditure?  It  seems  to  us  very  unreasonable  to  impose 
such  a  burden  upon  the  community  of  charging  it  with  the  total 
cost  of  the  prope/ty  and,  in  addition  thereto,  a  like  sum  for  supposed 
or  actual  losses  to  stockholders  during  a  period  when  the  business 
would  not  pay. 

"Electric  light  plants  are  installed  in  towns  sometimes  when  the 
town  is  too  small  to  pay  operating  expenses.  This,  however,  seldom 
occurs.  Light  plants  can  be  installed  in  towns  of  one  thousand 
people  when  properly  conducted  and  economically  operated.  How- 
ever, in  this  case  there  is  no  evidence  that  this  plant  lost  money  in 
its  early  operation." 

The  Commission  quotes  the  discussion  of  going  value  in  the  opinion  of 
Commissioner  Shaw  of  the  Illinois  Public  Utilities  Commission,  in  the 
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case  of  the  City  of  Springfield  v.  The  Springfield  Gas  and  Electric 
Company  (see  9  Rate  Research  24),  and  says: 

"As  stated  by  Mr.  Shaw  in  the  foregoing,  there  are  many  plants 
which  have  shown  a  profit  upon  the  first  year  of  operation.  If  the 
theory  of  capitalizing  the  losses  is  sound,  why  not  deduct  from  the 
capital  all  profits  in  excess  of  a  reasonable  return.     .     .     . 

"An  electric  light  plant  has  a  legal  and  complete  monopoly.  How- 
ever, it  is  claimed  that  it  requires  some  time  and  expense  in  making 
the  connections  and  opening  up  the  books  and  making  the  contracts 
with  the  subscribers  and  adjusting  the  business  to  the  various 
conditions  of  the  patrons.  This  is  not  like  a  merchandise  business 
or  a  business  that  is  in  competition  with  many  in  the  same  class  of 
business.  Railroads  have  continuous  and  regular  competition.  All 
money  expended  by  them  for  advertising,  all  money  expended  for 
commercial,  or  what  is  known  as  competitive  business,  is  regularly 
charged  to  operating  expenses  and  paid  for  by  the  public.  A  railroad 
with  its  business  connections  and  customers,  if  its  officers  have  been 
diplomatic,  is  more  valuable  tha;a  a  newly  constructed  road.  Elec- 
tric light  plants,  if  their  officers  have  been  agreeable  to  the  public 
and  have  been  diplomatic,  have  more  business  than  if  the  operation 
of  the  plant  had  been  obnoxious  to  the  public. 

"The  evidence  in  this  case  shows  that  there  has  been  continuous 
friction  between  the  public  and  the  operators  of  this  plant.  The 
management,  since  the  present  owners  have  assumed  control  of  this 
plant,  has  had  the  effect  to  discourage  business  which  was  not 
compelled  to  come  to  it  by  necessity,  and  hence  has  not  increased 
the  value  of  the  plant  as  a  going  concern.  We  fail  to  find  any 
element  of  going  value  proven  in  this  case  other  than  may  be  assumed 
in  the  cost  of  soliciting  the  subscribers  and  making  the  contracts, 
which  in  our  judgment  should  not  exceed  $1,000.00." 

340— Rate  of  Return. 

The  Connnission  estimates  the  value  of  the  property  of  the  Mangum  com- 
pany to  be  $51,811.11  and  finds  that  the  company  is  entitled  to  a  return 
on  a  total  value,  present  condition,  of  $41,868.90.  The  net  income  during 
the  last  fiscal  year  under  the  rates  then  in  effect  is  found  to  be  $11,410.90, 
and  the  Commission  says: 

"This  would  leave  $8,898.77  for  depreciation  and  profits  in  excess  of 

6  per  cent,  and,  on  estimating  interest  at  7  per  cent  would  leave 

$8,480.08  for  depreciation  and  profits  in  excess  of  interest  at  7  per 

cent." 

The  Commission  says  that  the  rates  of  the  defendant  are  much  higher 

than  the  average  rates  throughout  the  state.     The  defendant's  rate  of 

16  cents  per  kilowatt-hour  for  the  first  25  kilowatt-hours,  scaled  down 

to  10  cents  per  kilowatt-hour  for  all  over  300  kilowatt-hours  consumed 

per  month,  in  effect  in  Mangum,    is    compared   with   the    rates   of   a 

number  of  other  companies  in  cities  of  the  same,  or  smaller  population, 

and  the  Commission  says: 
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"The  plants  that  are  charging  lower  rates  appear  to  have  approxi- 
mately the  same  gross  income.  Reducing  the  rate  does  not  neces- 
sarily reduce  the  income.  The  same  patrons  in  many  instances  will 
use  more  current  and  additional  patrons  may  be  more  easily  acquired." 

Upon  the  findings  of  fact  in  this  case,  the  Commission  orders  a  reduction 
in  the  rates  of  the  Mangum  Company. 

In  the  Lawton  case,  the  Commission  finds  that  the  company  has  a 
value,  new,  of  $111,508.40,  which  includes  the  following  allowances 
for  certain  overheads,  intangibles,  etc.:  $6,456.94,  engineering  and 
superintendence;  $563.84,  injuries  during  construction  (insurance); 
$1,839.72,  miscellaneous  expenditures;  $1,250,  going  concern;  $1,848.50, 
working  capital,  and  $1,839.72,  contingencies  and  omissions. 

The  value  upon  which  the  company  is  entitled  to  earn  a  return  is  found 
to  be  $102,808.32.  The  net  income  under  the  company's  rates  is 
found  to  be  $15,675.92.  Deducting  interest  at  7  per  cent  on  the  value 
of  the  plant  leaves  $8,479.34  for  depreciation  and  profits.  The  opinion 
says : 

"The  rates  charged  by  the  defendant  at  Lawton  for  domestic  con- 
sumption are  as  follows:  From  1  to  15  K.  W.  H.,  15  cents 
per  K.  W.  H.;  all  in  excess  of  15  K.  W.  H.,  12^  cents.  For 
business  consumption,  for  the  first  12  K.  W.  H.,  12|  cents;  all  in 
excess  of  12  K.  W.  H.,  10  cents.  There  is  also  a  sliding  scale  rate 
based  on  the  connected  load  for  business  houses.  The  power  rates 
range  from  8  cents  per  K.  W.  H.  to  3  cents  per  K.  W.  H.,  governed 
in  some  instances  by  the  connected  load.  The  rate  schedule  is  such 
that  comparisons  with  other  rates  cannot  be  easily  made.  Hence, 
the  Commission  will  promulgate  the  following  order."  (See  the  rates 
given  below.) 

The  rehearing  in  the  Lawton  case  makes  no  material  change  in  the 
valuation  or  in  the  rates  prescribed.  In  the  rehearing  in  the  Mangum 
case  the  rates  for  power  are  still  further  reduced. 

The  power  rates  prescribed  in  the  original  order  in  the  latter  case  were 
9  cents  for  the  first  100  kilowatt-hours'  consumption,  with  a  graduated 
scale  down  to  3  cents  per  kilowatt-hour  for  all  current  used  in  excess 
of  600  kilowatt-hours.  In  the  decision  issued  upon  rehearing,  the 
Commission  says: 

"Upon  a  comparison  of  the  power  rates  fixed  by  the  Commission  at 
Mangum  with  the  average  power  rate  throughout  the  state,  we  are 
of  the  opinion  that  the  rates  prescribed  by  the  Commission  are  so 
high  that  it  will  have  the  effect  of  reducing  the  revenue  of  the 
defendant.     .     .     . 

"There  seems  to  be  a  tendency  among  the  well  operated  electric 
plants  in  Oklahoma  to  reduce  rates  voluntarily  for  the  purpose  of 
increasing  the  number  of  consumers  and  amount  of  consumption, 
thereby  increasing  their  gross  revenue  without  any  great  additional 
expense.  This  is  an  additional  assurance  to  the  Commission  that 
if  ib  has  erred  in  the  general  lighting  rates  in  Mangum,  it  has  placed 
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the  same  too  high.  However,  the  schedule  for  general  lighting  will 
not  be  changed  until  after  a  reasonable  trial  of  the  same,  and  if  the 
rates  herein  found  be  too  high,  or  too  low,  the  same  will  be  adjusted 
to  conform  to  the  facts." 

513.9— Step  Meter  Rate. 

In  both  cases,  the  rates  ordered  by  the  Commission  are  step  rates. 

The  rates  finally  ordered  in  the  Mangum  case,  effective  as  of  September 
1,  1916,  are  as  follows: 

DOMESTIC  CONSUMPTION. 
Rate. 

14  cents  per  kilowatt-hour  for  from  1  to  15  kilowatt-hours. 
13  cents  per  kilowatt-hour  for  from  16  to  40  kilowatt-hours. 
12  cents  per  kilowatt-hour  for  from  41  to  100  kilowatt-hours. 
11  cents  per  kilowatt-hour  for  from  101  to  200  kilowatt-hours. 
10  cents  per  kilowatt-hour  for  all  over  200  kilowatt-hours. 

Prompt  Payment  Discount. 

All  bills  thatlare^paid  on  or  before  the  10th  of  the  month  following  the  month 
in  which  the  service  is  rendered  shall  be  entitled  to  a  reduction  of  10  per  cent, 
and  no  bill  'paid  after  the  10th  shall  be  discounted,  provided  the  bills  are 
rendered  not  later  than  the  5th  of  the  month.  The  customer  shall  be  entitled 
to  five  days  in  which  to  discount  the  bill  if  the  same  is  rendered  after  the  5th 
of  the  month. 

Minimum  Charge. 

$1.00  per  month. 

Terms  and  Conditions. 

On  all.  deposits  commonly  called  meter  deposits,  the  company  shall  pay  interest 
at  the  rate  of  5  per  cent  per  armum. 

POWER  RATES. 

Available  to  all  customers  using  current  for  motors,  signs,  electric  fans,  heating, 
cooking,  ironing,  and  other  domestic  appliances,  when  measured  through  a  separate 
meter  from  that  used  for  lighting. 

Rate. 

8  cents  per  kilowatt-hour  for  from  1  to  100  kilowatt-hours. 
7  cents  per  kilowatt-hour  for  from  100  to  200  kilowatt-hours. 
6  cents  per  kilowatt-hour  for  from  200  to  309  kilowatt-hours. 
5  cents  per  kilowatt-hovu-  for  from  300  to  400  kilowatt-hours. 
4  cents  per  kilowatt-hour  for  from  400  to  600kilowatt-hovu"s. 
3  cents  per  kilowatt-hour  for  all  in  excess  of  GOO  kilowatt-hours. 

Prompt  Payment  Discount. 

All  bills  that  are  paid- on  or  before  the  lOth  of  the  month  following  the  month 
in  which  the  service 'is  rendered  shall  be  entitled  to  a  reduction  of  10  per  cent 
and  no  t)ill  shall  be  discounted  when  jmid  after  the  10th,  provided  the  bills 
are  rendered  not  later  than  the  5th  of  the  month.  The  customer  shall  be 
entitled  to  five  days  in  which  to  discount  the  bill  if  the  same- is  rendered  after 
the  5th  of  the  month.     .  ,,,:;    ,  ,■ .-    > 

Minimum  Charge. 

$1.00  per  month  for  the  Jfirst' horse  power  and  50  cents  per  month  for  each  addi- 
tional horse  powe^.'  ' ''  '■'■''■   •■'■'-'    ■•     ■  '      '■' 
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Terms  and  Conditions.  -  .    - '  -  • 

'■;./•.'.  A.  -'> 
Oil   all   deposits   commonly   called   meter   deposits,    the   company   shall    pay 
interest  at  the  rate  of  5  per  cent  per  annum. 

The  rates  finally  ordered  in  the  Lawton  case  are  as  follows: 

DOMESTIC  CONSUMPTION. 
Rate. 

12  cents  per  kilowatt-hour  for  from  1  to  1.5  kilowatt-hours. 
11  cents  per  kilowatt-hour  for  from  16  to  40  kilowatt-hours. 
10  cents  per  kilowatt-hour  for  from    41  to  100  kilowatt-hours. 

y  cents  per  kilowatt-hour  for  from  101  to  200  kilowatt-hours. 

8  cents  per  kilowatt-hour  for  all  over  200  kilowatt-hours. 

Prompt  Payment  Discount. 

All  bills  that  are  paid  on  or  before  the  10th  of  the  month  following  the  month 
in  which  the  service  is  rendered  shall  be  entitled  to  a  reduction  of  10  per  cent 
and  no  bill  paid  after  the  lOth  shall  be  discounted,  provided  the  bills  are 
rendered  not  later  than  the  5th  of  the  month.  The  customer  shall  be  entitled 
to  5  days  in  which  to  discount  the  bill  if  the  same  is  rendered  after  the  5th 
of  the  month. 

Minimum  Charge. 

;$1.00  per  month. 

Terms  and  Conditions. 

On  all  deposits  commonly  called  meter  deposits,  the  company  shall  pay 
interest  at  the  rate  of  5  per  cent  per  armum. 

POWER  RATE. 

Available  to  all  consumers  using  current  for  motors,  signs,  electric  fans,  heating, 
cooking,  ironing,  and  other  domestic  appliances,  when  measured  through  a 
separate  meter  from  that  used  for  lighting.    ' 

Rate. 

7  cents  per  kilow^att-hovu*  for  from  1  to  100  kilowatt-hours. 
6  cents  per  kilowatt-hour  for  from  101  to  200  kilowatt-hours. 
5  cents  per  kilowatt-hour  for  from  201  to  300  kilow^att-hours. 
4  cents  per  kilowatt-hour  for  from  301  to  400  kilowatt-hours. 
3  cents  per  kilowatt-hour  for  from  401  to  600  kilowatt-hours. 
2^  cents  per  kilowatt-hour  for  all  over  600  kilowatt-hours. 

Prompt  Payment  Discount. 

All  bills  paid  on  or  before  the  10th  of  the  month  following  the  month  in  which 
the  service  is  rendered  shall  be  entitled  to  a  reduction  of  10  per  cent,  and  no 
l)ill  paid  after  the  10th  shall  be  discounted,  provided  the  bills  are  rendered 
not  later  than  the  5th  of  the  month.  The  customer  shall  be  entitled  to  five 
days  in  which  to  discount  the  bill  if  the  same  is  rendered  after  the  5th  of  the 
month.   ■  '  - 

Minimum  Charge. 

$1.00  per  month  for  the  first  horse  pow^er. 

50  cents  per  month  for  each  additional  horse  power. 

Terms  and  Conditions. 

On  all  deposits  commonly  called  meter' 'deposits,  the  company  shall  pay 
interest  at  the  rate  of  5  per  cent  per  annum. 
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INDIANA 

315.1— Going  Value. 

Commercial  Club  of  Terre  Haute  et  al  v.  Citizens  Gas  and  Fuel 
Company,  Complaint  As  to  Rates  and  Service  of  the  Gas  Utility.  De- 
cision of  the  Indiana  Public  Service  Commission,  Reducing  Rates. 
June  9,  1916. 

In  the  valuation  of  the  property  of  the  Citizens  Gas  and  Fuel  Company, 
to  be  used  as  a  basis  for  fixing  rates  for  gas  service,  the  Commission 
discusses  going  value  as  follows: 

"If  the  going  value  were  limited  to  the  unreturned  expense  of  de- 
veloping the  business,  the  cost  of  securing  9,000  subscribers  who 
yield  the  company  the  very  large  per  cent  of  its  revenue,  we  would  be 
disposed  to  be  conservative  in  estimating  this  element  of  value.  Re- 
cent decisions  of  commissions  and  courts,  however,  recognize  that 
there  is  a  value  in  a  utility  property  that  is  in  successful  operation 
beyond  the  fair  value  of  its  component  parts.  A  model  plant  may 
be  constructed  complete  and  adequate  to  render  a  utility  service, 
and  without  patrons  it  is  unproductive  capital  and  would  be  a  con- 
tinual loss.  It  is  necessary  that  the  managers  of  the  property  do 
more  to  secure  returns  upon  the  investment;  this  consists  not  only 
in  advertising  and  soliciting  business,  but  continual  attention  to  the 
promotion  of  business  by  daily  demonstration  of  the  varied  uses  of 
the  service  and  of  its  comparative  economies.  Besides,  the  machin- 
ery producing  the  commodity  must  receive  engineering  attention  to 
secure  the  most  satisfactory  results  and  highest  efficiency.  A  high 
degree  of  business  skill  must  be  exercised  in  purchasing  materials 
and  supplies  as  well  as  in  securing  contracts  for  residuals  and  other 
disposable  property.  That  there  is  a  difference  between  a  dead  plant 
and  a  live  concern,  although  the  physical  parts  of  the  one  are  identi- 
cal with  the  other,  all  other  conditions  being  equal,  there  can  be  no 
question.  The  property  in  operation  will  command  more  money;  it 
is  worth  more  as  an  investment,  no  one  will  deny.  It  is  not  easy  to 
determine  how  much  should  be  added  in  a  given  case  for  going 
value.  It  must  be  governed  largely  by  circumstances.  If  the  utility 
furnishes  a  service  that  is  a  necessity,  such  as  water,  or  one  in  great 
demand,  such  as  gas  or  electricity,  'the  business'  can  be  secured  with 
less  risk  and  expense,  but  it  is  essential  to  keep  abreast  with  the 
progress  of  the  art  by  the  introduction  of  new  methods  and  appli- 
ances to  effect  more  economical  production  and  to  increase  consump- 
tion. Where  the  utility  has  the  advantage  of  a  monopoly  of  the 
business,  the  cost  of  securing  the  business  is  reduced,  but  the  ele- 
ment of  cost  in  acquiring  the  same  and  the  delay  in  securing  a  return 
on  the  investment  are  the  principal  elements  to  be  considered.  On 
account  of  the  different  conditions  surrounding  given  utilities,  no 
hard  and  fast  rule  can  be  formulated.  Recently  the  New  Jersey 
Utilities  Commission  allowed  30  per  cent  on  the  structural  value  of 
a  utility  as  'going  value,'  which  was  sustained  by  the  supreme  court 
of  that  state  (7  Rate  Research  296).     The  court  of  appeals  of  the 
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state  of  New  York  refused  to  sustain  one  of  the  Public  Service  Com- 
missions of  that  state  in  refusing  'going  value.'  (5  Rate  Research 
19).  The  supreme  court  of  Wisconsin  holds  that  it  is  impossible  to 
differentiate  the  item  of  'going  value'  from  the  structural  value  of 
the  property,  and  that  'going  value'  should  not  be  set  out  as  a  separate 
item,  and  that  it  cannot  be  ascertained  with  such  precision  to  enable 
a  Commission  to  set  it  forth  as  a  separate  item,  but  that  it  is  a  fact 
to  be  considered  and  taken  into  consideration  in  addition  to  the 
structural  value  of  the  property,  and  that  such  an  allowance  must  be 
made. 

"Quoting  from  the  N.  J.  P.  U.  Com.  R.  for  1912,  pp.  246-310:  [New 
Jersey  Reports,  Volume  1,  p.  470,  475.] 

"  'If  in  the  past,  this  gas  company,  out  of  the  rates  exacted  from 
consumers,  had  met  its  operating  expenses  and  depreciation  and  in 
addition  thereto  had  obtained  enough  to  pay  returns  to  investors, 
and  to  build  an  actual  structure,  used  in  the  business,  would  this 
structure  aforesaid  be  the  lawful  property  of  the  company"'*  The 
answer  it  seems  to  us  must  be  in  the  affirmative.  If  the  company 
had  paid  out  in  addition  to  other  payments  to  investors,  dividends 
equal  to  the  cost  of  building  this  structure,  and  then  had  issued  ad- 
ditional stock  in  value,  equal  to  the  cost  of  this  structure,  in  order  to 
repossess  itself  of  the  money  required  to  build  it,  there  can  be  no 
doubt  that  the  structures  built  out  of  the  proceeds  of  the  additional 
securities  thus  sold  would  be  the  lawful  property  of  the  company. 
It  would  be  none  the  less  the  company's  lawful  property  if  built  out 
of  current  earnings  without  the  issue  of  additional  se^curities.  .  .  . 
"  'It  is  true  that  the  cost  of  new  business  in  this  last  decade  has  been 
charged  to  operation,  and  paid  out  of  rates.  But  as  we  have  indi- 
cated above,  the  business  thus  acquired  must  be  regarded  as  a  legi- 
timate part  of  the  property  of  the  company.  We  cannot  ec^uitably 
project  back  into  the  unregulated  past,  a  form  of  prices  that  might 
today  be  regarded  as  fair  and  adequate,  and  assume  that  actual  rates 
exacted  in  the  past  in  so  far  as  they  exceed  what  are  now  deemed 
fair,  have  not  lawfully  become  the  property  of  the  company.  If 
these  high  rates  in  the  past  have  been  employed  by  the  company  to 
acquire  an  intangible  property  in  the  shape  of  extensive  patronage, 
that  expectation  of  patronage  is  theirs,  and  on  its  fair  value  the  com- 
pany is  entitled  to  a  return.  It  may  or  may  not  be  a  subject  of  re- 
gret that  regulation  was  so  long  deferred;  but  deferred  regulation 
is  no  excuse  for  refusing  at  present  to  allow  a  fair  return  upon  what 
is  the  lawful  property  of  the  company.' 

"The  following  are  some  of  the  cases  where  'going  value'  has  been 
allowed:  Pioneer  Teleph.  &  Teleg.  Co.  Case,  29  Okla.  429,  38  L.  R. 
A.  (N.  S.)  1209,  118  Pac.  354,  20  per  cent;  Urbana  Water  Rate 
Case,  174  Fed.  348,  352,  14  per  cent;  Des  Moines  Water  Rate  Case, 
192  Fed.  193,  10  per  cent;  North.  Michigan  P.  Co.  Case,  19  A.  T.  & 
T.  Co.  Com.  L.  244,  7  per  cent;  Delaware  &  Al.  Teleg.  &  Teleph  Co. 
Case,  1  N.  J.  P.  U.  Comm.  R.  519,  10  per  cent;  Gloucester  Water 
Co.  Case,  179  Mass.  365,  60  N.  E.  977,  15  per  cent;   Omaha  Water 
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Co.  Case,  218  U.  S.  203,  54  L.  ed.  1001,  48  L.  R.  A.  (N.  S.)  1084, 
30  Sup.  Ct.  Rep.  615.  10  per  cent;  Galena  Water  Case,  74  Kan. 
644,  87  Pac.  735,  25  per  cent;  Antigo  Water  Case,  3  Wis.  R.  C.  R.  623. 

"The  United  States  Supreme  Court  in  the  Des  Moines  Gas  Case,  238 
U.  S.  165,  59  L.  ed.  1250,  P.  U.  R.  1915D,  577,  35  Sup.  Ct.  Rep.  811, 
decided  June  15,  1915,  speaking  of  the  'going  value'  a  utihty  in  suc- 
cessful operation  has  over  cost  of  reproduction  less  depreciation, 
said:  'That  there  is  an  element  of  value  in  an  assembled  and  estab- 
lished plant  doing  business  and  earning  money  over  one  not  thus  ad- 
vanced is  self  evident.  This  element  of  value  is  a  property  right, 
and  should  be  considered  in  determining  the  value  of  the  property 
upon  which  the  owner  has  a  right  to  make  a  fair  return  when  the 
same  is  privately  owned,  although  dedicated  to  public  use.' 

"In  view  of  all  the  evidence  in  the  case  and  especially  the  financial 
history  of  the  company,  we  have  concluded  to  allow  8  per  cent  of  the 
value  of  the  tangible  property  as  'going  value'." 

COURT  DECISIONS 

LOUISIANA 

500 — Rate  Practice. 

State  v.  Sloan.  Decision  of  the  Supreme  Court  of  Louisiana. 
June  30,  1916.     72  Southern  428. 

In  this  case  coming  before  the  Supreme  Court  of  Louisiana,  the  right 
of  the  New  Orleans  Railway  and  Light  Company  to  charge  each  of 
its  customers  25  cents  per  month  '/for  service"  in  addition  to  the  charge 
per  kilowatt  hour  of  energy  consumed  is  upheld. 

A  law  of  the  state  of  Louisiana  contains  the  following  provisions: 

"That  it  shall  be  unlawful  for  any  person,  firm,  association  or 
corporation  engaged  in  furnishing  gas,  water,  or  electricity  to  con- 
sumers, to  be  paid  for  by  meter  measure,  to  charge  or  receive  from 
any  patron  or  consumer,  pay  for  more  gas,  electricity  or  water  than 
the  meter  furnished  by  such  person,  firm,  association  or  corporation 
shall  indicate  has  been  used  by  such  consumer  at  the  time  to  which 
payment  is  made  and  received,  provided  the  minimum  charge  con- 
tracted for  with  the  municipalities  shall  not  be  affected."  (Section 
2,  Act  297,  p.  500,  of  1910.) 

Section  5  makes  the  violation  of  the  act  a  misdemeanor. 

The  monthly  bill  furnished  by  the  New  Orleans  Railway  and  Light 
Comj^any  to  each  of  its  customers  shows  the  quantity  of  electricity 
consumed  by  the  customer  during  the  past  month  as  indicated  by 
the  meter,  and  also  the  amount  due  for  same  at  regular  rates,  and  it 
has  an  additional  charge  of  25  cents  stated  in  the  bill  to  be  'for 
service'.  The  company  received  payment- of  such  a  bill,  that  is,  of 
one  including  this  service  charge,  from  one  of  its  customers,  and, 
because  of  its  having  done  so,  the  prosecution  was  begun  in  court 
against  the  defendant,  the  company's  general  manager,  for  a  violation 
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of  the  act  above  quoted.     The  Court  says: 

"The  question  is  whether  the  said  25  cents  charge,  thus  made  'for 
service'  was  made  'for  electricity'.  Of  course,  the  customer  pays 
the  bill  in  order  to  have  the  electricity,  and  in  that  sense  the 
charge  is  made  for  electricity.  But  in  another  sense,  it  is  not 
made  for  electricity,  but  'for  service';  and  the  bill  on. its  face  shows  it. 

"The  reason  why  this  separate  charge  is  made,  is  this.  Electricity 
cannot  be  economically  stored,  and  yet  the  supply  must  be  in  constant 
and  immediate  readiness  on  the  touch  of  a  button  or  the  turn  of  a 
switch.  This  necessitates  the  installation  and  keeping  up  of  a  plant 
and  equipment  adequate  to  produce  the  quantity  needed  at  such 
times  as  the  demands  are  heaviest,  and  not  only  the  quantity  which 
at  such  times  is  actually  demanded,  but  also  the  quantity  which 
might  be  demanded,  and  necessarily  all  that  part  of  this  preparation 
which,  at  those  times  when  the  demands  are  light,  is  not  called  into 
requisition  and  especially  all  that  part  which  might,  at  any  moment, 
be,  but  never  in  fact  is,  called  into  requisition,  is  idle  and  profitless. 
The  expense  of  the  preparation  thus  not  utilized  together  with  that 
of  making  connections  with  the  premises  of  customers  and  the 
furnishing  of  meters,  being  more  or  less  fixed,  is  sought  to  be  provided 
for  by  this  fixed  25  cent  charge,  denominated  'for  service',  while  the' 
current  actually  produced  and  consumed  is  charged  for  according  to 
meter  reading,  at  a  rate  which  has  been  arrived  at  after  taking  into 
consideration  this  service  charge.  In  other  words,  this  service  charge 
does  not  represent  a  bonus  to  the  company^  but  has  been  devised  as 
a  means  of  more  equitably  apportioning  among  the  customers  of 
the  company  the  expenses  incident  to  the  installation  and  operation 
of  the  plant.  Of  course,  it  would  be  possible  to  so  increase  the 
rates  for  furnishing  the  current  as  to  cover  this  service  charge,  and 
thereby  obviate  the  charge;  but  this  has  not  been  done. 

"The  charge  not  having  been  made  'for  more  electricity'  than  has 
bean  used  by  the  customer  as  indicated  by  the  meter,  the  receiving 
payment  of  it  does  not  come  within  said  statute. 

"Indeed,  it  might  be  shown  not  to  come  within  even  the  reason  or 
mischief  of  the  said  statute;  but  that  phase  of  the  matter  need  not 
be  gone  into,  since  even  if  it  did  so  come,  the  case  of  the  prosecution 
would  be  in  no  way  benefited,  criminal  statutes  having  to  be  con- 
strued strictly,  insusceptible  of  any  extension  whatever;  nothing 
being  a  crime  unless  coming  within  their  plain  and  unmistakable 
terms.  State  v.  Breffeihl,  130  La.  904,  58  South.  763,  40  L.  R.  A. 
(N.  S.)  535,  where  this  matter  of  the  interpretation  of  criminal 
statutes  is  extensively  gone  into.  Also  State  v.  Palanque,  133  La. 
36,  62  South.  224. 

"If  in  the  first  bill  which  it  sent  out  to  its  customers  after  the  late 
storm  the  New  Orleans  Railway  and  Light  Company  had  added  a 
separate  charge  to  cover  the  expense  of  repairing  the  damage  done 
to  its  lines  and  plant  by  the  storm,  and  the  l^ills  had  been  paid  without 
demur,  this  would  not  have  come  within  the  said  statute.     There 
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might  have  been  no  right  to  make  the  charge,  but  the  statute  would 
not  have  been  violated. 
540— Minimum  Charge. 

"It  may  be  well  to  mention  that  the  principle  of  making  this  distinct 
and  separate  charge  for  service  is  the  same  precisely  which  underlies 
the  making  a  minimum  charge  by  gas,  electricity  and  water  companies 
for  gas,  electricity  or  water  not  used,  and  that  the  making  of  a  mini- 
mum charge  may  be  said  to  be  universally  approved. 
"  'The  necessity  of  charging  a  reasonable  minimum  monthly  ])ill  to 
consumers  who  use  little  or  no  gas  or  electricity  in  any  one  month 
is  recognized  generally  by  regulatory  commissions  throughout  the 
country.  Meek  v.  Consumers  Electric  Light  &  Power  Co.,  P.  U. 
R.,  19i5-A,  981,  (7  Rate  Research  58);  In  re  Ladysmith  Lighting 
Co.,  P.  U.  R.  1915-A,  (7  Rate  Research  68).' 
"Indeed,  said  Act  297  excepts  such  minimum  charge  from  its  pro- 


visions." 


REFERENCES 

RATES 

750— Comparative  Company  Data. 

Inquiry  Concerning  Rates  Paid  For  Electricity,  Made  For  Its 
Members  by  the  National  Retail  Dry  Goods  Association.  Circular, 
July,  1916.     11  pages. 

A  circular  has  been  prepared  by  the  National  Retail  Dry  Goods  Association 
giving  comparative  data  on  rates  charged  for  electric  service  to  stores.  The 
Association  sent  out  a  letter  to  its  members  asking  each  store  to  send  in  certain 
information  as  to  the  consumption  for  light  and  power  service  and  the  rate  or  rates 
charged  for  such  service.  The  letter  stated  that  the  information  thus  secured 
would  be  tabulated  and  presented  so  as  to  show  each  of  the  member  stores  reporting 
whether  or  not  the  rate  it  was  paying  for  electric  service  was  fair  as  compared 
with  rates  charged  other  stores.  The  circular  says  that  several  hundred  stores 
to  whom  the  letter  was  sent  made  no  report.  About  140  replies  w^ere  received, 
and  it  was  possible  to  figure  the  average  rate  and  average  monthly  consumption 
of  96  stores.  These  data  the  circular  presents  graphically  and  in  tabulated  form. 
The  names  of  the  stores  are  not  given,  but  each  store  is  designated  by  number  and 
will  be  able  to  follow  its  own  rate  through  the  different  tables  and  to  compare 
its  charges  with  those  paid  by  the  other  stores. 
The  circular  says: 

"It  does  not  require  a  technical  knowledge  of  the  processes  of  manufacturing 
electrical  power  for  one  to  understand  that  the  store  using  a  very  low  amount 
of  current  will  pay  a  very  high  rate.     The  same  factors  that  make  it  necessary 
for  the  smallest  purchaser  of  merchandise  to  paj'  the  highest  price  per  article 
are  operative  in  the  electric  power  field  also." 
The  stores  are  arranged  according  to  the  average  monthly  consumption,  and  par- 
ticular attention  is  called  to  rates  that  are  out  of  line  with  the  rates  in  its  neighbor- 
hood.    In  cases  where  the  rate  appears  high  on  the  comparative  basis  used,  the 
suggestion  is  made  that  the  store  use  the  iiiformation  contained  in  the  circular  to 
secure  a  more  advantageous  rate. 

224 — Rehearings  and  Appeal. 

The  New  York  Edison  Company  and  the  United  Electric  Light 

AND  Pov^R  Company,  Electric  Rate  Cases  Reopened. 

The  electric  rate  cases  of  the  New  York  Edison  Company  and  the  United  Electric 
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Light  and  Power  Company  were  reopened  on  motion  of  Commissioner  Travis  H. 
Whitney,  and  the  first  public  hearing  thereon  will  be  held  September  7.  The 
Commission  has  ordered  that  an  inventory  be  made  of  the  property  of  the  two 
companies,  and  its  engineers  are  now  at  work  on  such  valuation. 

The  order  of  the  Commission  fixing  rates  for  these  companies  in  the  Stadtlander 
and  Ewoldt  cases  was  issued  March  16,  1915,  to  take  effect  on  May  1,  1915,  and  to 
continue  in  force  for  a  period  of  three  years.  (7  Rate  Research  3,  50).  In  this 
earlier  proceeding  no  valuation  of  the  properties  was  made  for  the  purpose  of  rate 
making. 

GENERAL 

900— General. 

Statement  of  Development  of  Railroads  and  Public  Utilities  in  Cali- 
fornia Under  Commission  Regulation. 

A  statement  which  was  sent  out  from  the  office  of  the  California  Railroad  Com- 
mission summarizes  facts  regarding  the  development  of  railroad  and  public  utility 
enterprises  in  California  during  the  period  since  the  establishment  of  the  State 
Railroad  Commission  in  1911.  It  is  stated  that  there  has  been  a  steady  flow  of 
capital  from  all  parts  of  the  world — from  the  biggest  banking  centers  of  Europe 
and  America-=-from  the  largest  financial  houses  and  banks  of  New  York,  Chicago 
and  elsewhere.  Omitting  the  details  regarding  investments  in  railroads  and  in 
utilities  other  than  gas  and  electric  companies,  the  statement  reads  as  follows: 

"California  has  established  a  record  of  stupendous  public  utility  development 
under  the  regulation  of  the  Railroad  Commission.  The  Commission,  as  es- 
tal)lished  by  Governor  Johnson,  has  had  jurisdiction  over  stocks  and  bonds  for 
four  vears  and  five  months.  During  that  period  it  has  authorized  to  be  issued 
$664,000,000  of  securities. 

"Of  this  amount  $316,000,000  has  been  for  entirely  new  development;  $181, 000,000 
has  been  for  the  refunding  or  payment  of  maturing  debts;  $128,000,000  has  been 
for  reorganization  purposes  and  the  balance  has  been  for  collateral  and  mis- 
cellaneous purposes. 

"Of  the  $316,000,000  that  has  been  authorized  for  new  development,  more  than 
$200,000,000  has  already  been  invested,  under  the  Commission's  jurisdiction, 
in  new  public  utility  undertakings,  or  is  now  being  so  e.xpended.  These  new 
undertakings,  either  actually  constructed  or  now  being  constructed,  have  called 
for  capital  investment  at  the  rate  of  $3,700,000  per  month,  or  $125,000  for  every 
day  that  the  Commission  has  had  its  present  authority. 

"In  other  words,  for  every  day  of  Commission  regulation,  new  capital  has  come 
into  California  public  utilities  for  new  construction  at  the  steady  rate  of 
$125,000  per  day.  This  does  not  include  railroad  expenditures  outside  of 
California  nor  one  cent  of  the  $180,000,000  authorized  to  pay  maturing  debts, 
nor  of  the  amounts  issued  for  reorganization  or  similar  purposes. 

"During  this  same  period  Calif ornians  have  invested  in  their  public  utilities 
in  greatly  augmented  amoimts  and  increased  numbers.  The  public  utilities  of 
the  state  have  added  7,000  to  10,000  new  stockholders. 

"At  the  same  time  the  public  utility  securities  have,  by  reason  of  the  Com- 
mission's supervision,  become  a  safer  investment  for  the  public's  funds.     .     .     . 

"At  the  same  time  the  public  utilities  and  railroads,  with  the  exception  of  the 
electric  lines  which  have  suffered  from  automobile  competition,  have  enjoyed 
the  greatest  prosperity  in  their  history.  The  earnings  of  the  big  carriers;  the 
Southern  Pacific  and  the  Santa  Fe,  and  even  of  the  Western  Pacific,  are  greater 
today  that  at  any  time  in  their  previous  history.  The  gas  and  electric  com- 
panies have  likewise  had  the  greatest  prosperity  they  have  knowTi.  This  has 
all  been  accomplished  under  the  reduced  rate  schedules  and  the  scientific 
economic  working  conditions  which  the  Commission  has  introduced.     .     .     . 
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"The  gas  and  electric  development  has  included  an  expenditure  ofjmore^than 
$75,000,000  under  the  Commission  jurisdiction.  This  development  has  em- 
braced the  establishment  of  fourteen  entirely  new  companies  and  the  extensive 
development  of  the  previously  established  gas  and  electric  companies. 

"The  Pacific  Gas  and  Electric  Company,  in  the  San  Francisco  Bay  territory 
and  the  Sacramento  Valley;  the  Great  Western  Power  Company,  in  the  same 
territory;  the  Southern  California  Edison  Company,  in  Los  Angeles  and  sur- 
rounding counties;  the  Pacific  Light  and  Power  Corporation,  in  the  same  terri- 
tory; the  Southern  Sierras  Power  Company,  in  the  southern  mountain  counties, 
San  Bernardino  County  and  the  Imperial  Valley;  the  San  Diego  Consolidated 
Gas  and  Electric  Company,  in  San  Diego  and  vicinity;  the  San  Joaquin  Light 
and  Power  Corporation,  in  the  San  Joaquin  Valley;  the  Mt.  Whitney  Power 
and  Electric  Company,  in  the  lower  San  Joaqiiin  Valley;  the  Western  States 
Gas  and  Electric  Company,  in  Eureka  and  Stockton,  together  with  scores  of 
other  gas  and  electric  companies,  have  expended  $75,000,000  in  development 
work  during  the  past  four  years,  including  the  installation  of  mammoth  hydro- 
electric projects,  the  extension  of  distribution  systems  in  all  of  the  cities  of 
the  state,  and  the  construction  of  transmission  and  distribution  lines  for  agri- 
cultural and  irrigation  purposes  in  nearly  every  county  in  California. 

"These  enterprises  have  included  the  construction  of  great  dams  and  reservoirs. 
They  have  been  on  a  scale  which  has  established  California's  preeminence  in 
hydroelectric  development.     ... 

"Every  reasonable  public  utility  recjuirement  of  the  state  is  met  as  fast  as  the 
necessity  arises.  Capital  is  flowing  into  these  California  projects  in  greater 
volume  than  ever  before." 

910 — Promotion  and  Growth  of  Business. 

Experience  with  Electric  Heating  of  Dwellings,  by  J.  D.  Ross. 
Electrical  Wo7-l(i,  August  26,  1916,  p.  414.     3  pages. 

Mr.  J.  D.  Ross,  Superintendent  of  Lighting,  Seattle,  Washington,  has  made  a 
study  of  the  possibility  of  electric  house  heating  based  on  practically  four  years 
of  experiments  in  Seattle,  where  the  abundance  of  water  power  makes  the  furn- 
ishing of  low  priced  electricity  possible.  Experiments  were  made  with  nearly 
every  type  of  heater.  Based  on  the  results  obtained  from  the  experiments,  the 
article  discusses  electric  heating  as  the  primary  source  of  heat  and  as  an  auxiliary 
to  coal.  Figures  are  given  for  installations  of  water,  and  oil  circulating  systems. 
The  cost  of  electric  heating,  with  electricity  at  h  cent  per  kilowatt-hour  is  found 
to  be  25  to  50  per  cent  more  expensive  than  for  coal  at  $6.00  per  ton;  and  if  the 
house  is  heated  room  ])y  room,  as  needed,  it  is  stated  that  the  cost  would  undoubt- 
edly be  very  materially  reduced.  In  conclusion,  the  article  discusses  the  imme- 
diate opportunity  for  an  off  peak  electric  heating  load  as  follows:  "From  the 
•  standpoint  of  the  central  station,  the  off  peak  load  could  be  largely  filled  if  10 
per  cent  of  the  homes  on  its  lines  used  electric  heating.  There  are  probably 
that  proportion  of  customers  who  are  Avilling  to  pay  the  extra  cost  on  account  of 
the  greater  convenience,  sanitation  and  cleanliness  of  electric  heating.  Electric 
heating  from  steam  power  plants  in  the  present  state  of  the  art  is  out  of  the  ques- 
tion, excepting  at  very  great  cost.  In  the  case  of  water  power,  where  the  flow 
is  made  even  by  storage,  the  conditions  somewhat  approximate  those  for  steam, 
in  that  each  gallon  of  water  may  be  used  when  desired  and  so  represents  a  value. 
On  the  other  liand,  in  the  case  of  a  water  power  using  the  minimum  flow  of  a  river, 
it  would  a])pear  that  electric  heating  would  have  its  greatest  application,  this 
being  particularly  true  where  the  maximum  flow  of  the  river  comes  during  the 
late  fall,  winter  and  early  spring,  and  is  a  minimum  during  the  summer  at  the 
time  when  heating  is  least  needed."  It  is  found  that  once  electric  heat  is  installed 
in  a  home,  the  occupants  do  not  like  to  consider  its  removal.  It  is  the  ideal  heat 
in  everything  save  expense.  The  advantages  are  certain  to  overbalance  the 
additional  expense  for  a  large  class  of  users  and  there  is  no  doubt  that  it  is  destined 
for  a  great  development  in  localities  having  good  water  powers. 
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COMMISSION  DECISIONS 

WISCONSIN 


523.3 — Number  of  Rooms  Basis. 

Milwaukee  Electric  Railway  and  Light  Company.  Investigation 
on  Motion  of  the  Commission  of  the  Rates,  Rules  and  Practices  Re- 
lating to  the  "Active  Room"  Schedule  for  Domestic  Service.  Decision 
of  the  Wisconsin  Railroad  Commission,  Providing  For  a  Slight  Modi- 
'fication  of  the  Rate.     April  20,  1916. 

The  investigation  of  the  Milwaukee  active  room  basis  rate  for  domestic 
service  was  instituted  by  an  informal  complaint  filed  with  the  Commis- 
sion by  a  consumer  alleging  that  the  schedule  had  been  unreasonably 
applied  to  his  service  and  that  the  schedule  itself  is  unreasonable  and 
inequitable. 

The  schedule  complained  of  was  given  in  7  Rate  Research  387.  Rules 
and  regulations  which  control  the  application  of  the  schedule  have 
been  filed  by  the  company,  and  the  most  important  of  these  are  given 
in  the  Commission's  opinion  as  follows: 

ft 

"In  determining  the  number  of  active  rooms,  all  rooms  whether 
containing  lights  or  not,  shall  be  counted  except  the  following: 
Three  bed  rooms,  bath  rooms,  basement,  garret,  closets,  a;ad  back 
porch. 

"As  herein  used,  a  garret  is  the  unfinished  part  of  the  topmost  floor 
of  the  house,  and  may  or  may  not  be  used  for  storage. 

"A  room  used  as  a  children's  nursery  or  workroom  and  containing 
a  couch,  sometimes  used  as  sleeping  ciuarters,  is  not  classed  as  a 
bedroom. 

"A  part  of  a  room  not  cut  off  by  a  partition  and  door  and  which 
is  generally  known  as  an  alcove,  shall  not  be  counted  as  an  addi- 
tional room  unless  it  is  furnished  and  used  for  a  distinctly  different 
purpose  or  its  area  exceeds  33|  per  cent  of  the  total  area  of  the  room 
and  alcove. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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"Front,  side,  and  back  porches,  with  or  without  lights,  are  not 
chissed  as  active. 

"Back  porches  are  specifically  excepted  in  rate  schedules,  as  in 
many  cases  they  are  inclosed  and  used  as  a  summer  kitchen  or  dining 
room,  and  as  such  might  be  taken  as  a  room. 

"Where  service  for  a  barn  or  garage  is  supplied  through  the  same 

meter  as  that  through  which  service  for  the  residence  is  supplied, 

all  active  rooms  in  garage  or  barn  are  added  to  those  of  the  house, 

and  the  rate  applied. 

"Where  separate  meters  are  supplied,   a  garage  or  barn  shall  be 

treated  as  a  separate  residence. 

"All  classes  of  domestic  heating  and  power  consuming  devices  may 

be  supplied  through  the  meter  by  which  lighting  service  is  measured, 

in  which  case  this  rate  shall  apply." 

The  Commission  discusses  the  reasonableness  of  the  method  of  charging 
for  electric  service  as  follows: 

"Two  issues  present  themselves  in  the  determination  of  the  reason- 
ableness of  this  schedule.  Is  it  reasonable  to  classify  lighting  con- 
sumers between  those  taking  residence  service  and  those  taking 
commercial  service?  Is  the  residence  schedule  reasonable  in  itself? 
600 — Rate  Differentials. 

"Several  characteristics  go  to  justify  a  distinction  between  a  resi- 
dence and  a  business  consumer.  The  residence  consumer  is  a  short 
hour  user  of  his  installation,  while  the  business  consumer  is  usually 
a  longer  hour  user.  The  residence  maximum  demand  on  the  station 
usually  asserts  itself  at  a  later  period  than  does  the  commercial 
maximum  demand  on  the  station.  The  residence  consumer  is 
usually  at  a  greater  distance  from  the  central  station  than  is  the 
commercial  customer.  The  investment  per  unit  of  sales  is  greater 
in  the  residence  section  than  in  the  business  section. 

"All  of  these*  matters  mark  distinctions  between  residence  and  com- 
mercial service.  This  Commission  has  in  numerous  decisions  sub- 
scribed to  the  so-called  demand  system  of  rate  making.  This  form 
of  lighting  schedule  automatically  classifies  consumers  according  to 
hours'  use  of  their  active  load.  In  the  determination  of  the  active 
load,  too,  this  Commission  has  differentiated  between  several  classes 
of  consumers,  and  has  applied  different  percentages  to  the  installa- 
tions of  the  classes.  In  each  case  the  residence  consumer  falls  into 
a  more  or  less  definitely  defined  'area'  of  average  rates.  Other 
classes  of  consumers  will  have  lower  or  higher  average  rates  in  the 
practical  application  of  such  a  schedule.  A  schedule  of  rates  uni- 
formly applied  may  still  permit  of  rate  differentials.  So  we  are 
obliged  to  affirm  the  reasonableness  of  a  classification  which  dis- 
tinguishes residence  from  commercial  service. 
523.3 — Number  of  Rooms  Basis. 

"The  rate  under  review  is  known  in  public  utility  parlance  as  a 
'room  basis'  rate.      This  term  has  been  applied  due  to  the  fact  that 
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the  residence  room  has  been  accepted  as  a  unit  in  the  application 
of  such  schedules.  This  form  of  rate  has  received  considerable 
attention,  and  no  small  amount  of  study  since  the  advent  of  regu- 
lation and  the  introduction  of  schedules  uniformly  applied.  Prior 
to  this  time  it  was  the  custom  of  central  station  operators  to  make  a 
charjoe  for  residence  service  at  a  uniform  or  increment  rate,  the 
particular  rate  used  depending  largely  upon  the  type  of  residence  user. 
In  applying  these  rates  it  was  necessary  to  enter  the  customer's 
premises  only  to  secure  the  meter  reading.  In  most  cases  the  in- 
crement rates,  in  effect,  were  uniform  for  residence  service  in  that 
very  few  consumers  of  this  service  would  use  sufficient  energy  to 
permit  of  their  passing  out  of  the  primary  step  of  the  schedule. 
On  this  basis  the  residence  consumer  paid  the  maximum  rate  per 
unit  for  his'  service. 

411 — Apportionment  of  Expense. 

"Regulation  brought  with  it  the  establishmeat  of  rates  on  a  cost 
basis.  Not  only  were  costs  determined  for  the  utility  as  a  whole, 
but  the  cost  to  each  class  of  consumers  was  as  far  as  possible  ascer- 
tained. It  was  soon  found  that  the  increment  schedules  did  not 
conform  closely  to  the  cost  curve.  The  result  was  the  acceptance 
by  Commissions  and  companies  of  the  Wright,  Doherty,"  and  Hop- 
kinson  rates,  such  rates  having  been  found  to  more  nearly  approxi- 
mate the  cost  determination. 

"Only  a  part  of  thes3  forms  of  rates  was  dependent  upon  meter 
registration,  while  another  was  dependent  upon  the  individual 
demands  of  the  customers.  Where  a  third  part  was  introduced 
it  was  usually  a  customer  charge,  and  did  not  vary.  In  the  case  of 
large  commercial  installations,  the  introduction  of  these  rates  did 
not  materially  inconvenience  the  consumer,  as  it  was  possible  to  either 
install  a  demand  meter  or  to  make  an  inspection  of  the  premises  for 
the  purposes  of  ascertaining  the  probable  demand.  Where  inspec- 
tions were  necessary,  they  could  be  made  during  the  hours  of  most 
conve.iience  to  the  consumer. 

"With  the  residence  consumer  the  situation  was  materially  different. 
Inspections  of  such  premises  were  not  usually  welcomed,  inasmuch 
as  the  traditional  privacy  of  the  home  was  to  this  extent  interferred 
with.  Furthermore,  in  order  to  apply  the  rate  equitably  the  in- 
spections had  to  be  made  frequently,  wdiich  fact  further  added  to 
the  discomfort  of  the  consumers.  The  only  solution  seemed  to  be 
the  installation  of  demand  meters  or  the  introduction  of  a  new  form 
of  residence  rate.  Demand  meters  were  found  to  be  expensive, 
especially  in  places  where  three  wire  services  were  used  in  the  resi- 
dence districts.  In  addition  to  this  fact  the  average  consumption 
of  residence  consumers  was  too  low  to  absorb  the  additional  fixed 
charges  without  marked  increases  in  the  cost  per  unit.  The  result 
was  the  selection  of  a  practically  unchangeable  unit  upon  which  to 
apply  the  increment  steps  of  the  residence  rates.  This  unit  was  the 
residence  room. 
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523 — Estimated  Demand. 

"Various  types  of  'room  basis'  rates  have  been  introduced,  one  of 
which  we  have  l^efore  us  in  this  case.  In  some  cases  the  increment 
steps  of  the  schedule  are  dependent  upon  the  real  estate  rating  of 
the  premises,  and  the  increased  consumption  required  in  each  step 
of  the  rate  is  directly  proportional  to  the  number  of  rooms.  In 
other  cases  the  real  estate  rating  feature  is  retained  in  the  schedule, 
but  increased  consumption  required  in  each  step  of  the  rate  increase 
as  the  size  of  the  residence  increases  beyond  a  certain  point.  The 
latter  form  of  rate  gi-ves  recognition  to  the  fact  that  well-appointed 
premises  are  lighted  a  great  deal  for  display  purposes. 

"In  still  other  cases  floor  area  has  been  made  the  basis  of  assess- 
ment for  the  fixed  charges,  while  an  energy  rate  is  added  on  the 
basis  of  meter  registration.  This  rate  takes  into  account  the  loca- 
tion of  the  area  to  be  lighted.  The  upper  floors  of  a  residejiice  are 
assessed  at  a  lower  rate  per  1,000  sq.  ft.  than  is  the  gound  floor. 
To  these  two  charges  there  is  added  a  monthly  consumer  charge. 

"A  modification  of  this  schedule  has  been  made  in  some  Canadian 
cities,  where  it  is  at  present  in  use.  The  consumer  charge  is  dropped, 
and  no  difference  in  the  demand  charge  is  made  for  the  area  on 
different  floors  of  the  residence.  The  floor  area  is  obtained  by  out- 
side measurements,  and  percentage  allowances  are  made  for  parti- 
tions, walls,  etc. 

"In  one  instance  area,  rooms,  and  active  load  have  been  com- 
bined to  determine  the  various  steps  in  the  rate  schedule.  For 
a  definite  number  of  rooms  an  active  load  is  determined.  Where 
rooms  have  greater  than  a  specified  area,  the  active  load  is  deter- 
mined on  an  area  basis  instead  of  a  room  basis.  This  provision 
prevents  the  discrimination  in  the  rate  in  favor  of  large  residences 
which  would  follow  were  the  number  of  rooms  alone  to  determine 
the  active  load.  In  the  case  of  most  of  the  well  appointed  dwellings 
the  number  of  rooms  does  not  increase  in  proportion  to  the  floor 
area.  For  a  definite  percentage  of  the  monthly  constant  use  of 
this  active  load  the  primary  rate  is  applied.  For  a  further  fixed 
percentage  of  the  monthly  constant  use  the  secondary  rate  is  applied, 
etc.  This  form  of  rate  is  practically  the  same  as  the  Wright  demand 
rate,  except  that  it  introduces  an  arbitrary  method  of  determining 
the  active  load,  instead  of  making  it  dependent  upon  connected 
load  inspections. 

523.5 — Ratable  Value  Basis. 

"In  England  the  two-rate  schedule  is  applied  to  residences  in  most 
cases.  The  demand  charge  is  not  dependent  upon  the  connected 
load  on  the  premises,  but  is  assessed  instead  upon  the  ratable  value 
of  the  premises.  The  assessment  is  made  upon  the  basis  of  a  fixed 
percentage  of  this  ratable  value.  The  figures  used  are  usually  from 
10  per  cent  to  16  per  cent.  In  addition  to  this  fixed  or  demand 
charge,  there  is  a  small  energy  or  meter  registration  charge.     This 
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charge  is  purposely  made  very  low  so  as  to  encourage  increased 
application  of  electrical  energy  by  the  consumer. 

"We  have  introduced  the  above  discussion  of  the  various  forms  of 
residence  rates  for  the  purpose  of  showing  the  extended  use  of  the 
'room  basis'  principle.  AYhere  there  exists  a  choice  between  two 
forms  of  rates  one  of  which  is  the  established  or  customary  form  of 
rate,  while  the  other  is  the  form  of  rate  sought  to  be  established,  the 
presumption  should  be  with  the  former  unless  it  can  be  shown  to  be 
clearly  unreasonable.  The  question  which  then  arises  is  whether 
the  existing  rate  is  so  unreasonable  as  to  prompt  an  order  for  its 
discontinuance. 

523.3 — Number  of  Rooms  Basis. 

"Two  important  objections  were  entered  against  the  respondent's 
form  of  'room  basis'  rate.  One  of  these  related  to  the  practice  of 
considering  all  rooms,  whether  wired  for  service  or  not,  in  the  deter- 
mination of  the  number  of  active  rooms.  This  is  the  complainant's 
primary  objection,  and  it  appears  from  our  office  records  that  the 
same  objection  has  been  made  by  other  consumers.  The  company's 
witnesses  testified  that  it  would  require  service  iaspection  to  ascer- 
tain whether  unwired  parts  of  a  consumer's  premises  continued  to 
remain  unwired,  which  inspection  would  increase  the  cost  of  service. 
Also,  it  was  claimed  that  the  schedule,  as  originally  drawn  up,  was 
based  upon  the  assumption  that  the  entire  premises  were  wired. 
A  ruling  to  the  effect  that  only  wired  rooms  should  be  considered  in 
active  room  determinations  would  increase  the  cost  of  service,  it 
was  contended. 

"We  have  not  called  upon  the  company  for  a  record  of  incompletely 
wired  premises  at  which  electric  service  is  being  rendered,  nor  do  we 
think  such  a  course  is  necessary.  We  are  quite  convinced  that  the 
number  of  such  instances  is  comparatively  small.  The  consumer 
having  unwired  rooms  is  penalized  by  the  application  of  the  rule 
because  his  requireme:nts  in  the  primary  step  are  increased. 

"Further  objection  was  raised  because  the  schedule  did  not  take 
•  into  account  the  ^•ariation  in  size  of  the  same  rooms  on  different 
premises.  It  was  contended  that  in  some  cases  rooms  had  a  floor 
area  of  600  square  feet,  while  in  isolated  cases  even  larger  rooms  than 
this  could  be  found.  A  room  6x8  was  given  as  one  of  minimum 
size.  It  is  our  opinion  that  the  complaining  witnesses,  in  gi\'ing 
this  maximum  and  minimum  room  area,  did  not  have  correspondmg 
residence  rooms  in  mind  in  both  instances.  No  doubt  the  difference 
in  area  between  corresponding  rooms  in  various  residences  will  be 
marked.  In  well-appointcLl  dwellings  one  room,  in  some  instances 
takes  up  almost  an  entire  floor. 

523.2 — Area  of  Premises  Bass. 

"To  remedy  this  alleged  defect  in  the  schedules,  the  complaining 
witnesses  suggeste  I  an  'area'  basis  for  the  assessment  of  residence 
service  rates.     It  was  pointed  out  that  such  a  basis  would  do  away 
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with  controversies  regarding  the  definition  of  what  constitutes  an 
active  room.  While  the  'area  basis'  rate  will,  no  doubt,  do  away  with 
active  room  controversies,  its  application  will  leafl  to  differences 
between  consumers  and  utility  on  other  matters.  For  instance, 
concerning  rooms  which  are  irregular  in  their  shape,  questions  are 
bound  to  arise. 

"In  fact  we  are  inclined  to  the  opinion  that  more  difficulties  will 
arise  under  an  'area  basis'  rate  than  under  a  'room  basis'  rate.  The 
proper  allowance  for  walls,  partitions,  unlighted  clothes  closets, 
etc.,  will  furnish  ample  opportunity  for  differences  of  opinion.  In 
the  present  schedule,  halls,  closets,  porches,  etc.,  are  specifically  ex- 
empted in  the  determination  of  the  active  rooms. 

"There  are  still  other  objections  to  an  'area  basis'  rate.  Such  a  rate 
does  not  take  into  consideration  the  amount  and  dispersion  of  light 
within  that  area.  A  large  kitchen  receives  less  service  than  a  par- 
lor of  the  same  area,  but  a  small  kitchen  usually  receives  as  much 
service  as  a  large  one. 

"Likewise  a  larger  area  confined  to  sleeping  rooms  receives  less  ser- 
vice than  an  area  confined  almost  wholly  to  the  so-called  'living 
rooms.' 

"We  introduce  these  facts  not  because  we  disapprove  of  the  area 
basis  rate,  but  merely  to  shown  that  in  comparison  with  a  room  basis 
rate  it  has  no  material  advantage.  In  fact  both  rates,  as  far  as  we 
are  able  to  ascertain,  are  based  upon  the  same  principle.  The  'room 
basis'  rate  will  be  floor  area  rate  if  corresponding  rooms  can  be  shown 
to  be  of  a  uniform  size  in  different  residences. 

"An  actual  study  of  residence  construction  will  probably  show  that 
chfferences  in  size  of  rooms  must  be  recognized.  In  most  cases  the 
widest  differences  as  to  size  will  be  found  in  the  parlors,  sitting  rooms, 
halls,  and  porches.  The  installations  in  parlors,  sitting  rooms, 
vestibules,  sewing  rooms,  dining  rooms,  and  basements  increase  as 
the  size  of  the  dwelling  (in  area)  increases.  On  the  other  hand,  hall, 
porch,  kitchen,  pantry,  bedroom,  wash  room,  bath  room,  and  closet 
installations  tend  to  remain  the  same  regardless  of  the  size  of  resi- 
dence. 

"In  order  to  give  recognition  to  the  varying  size  of  rooms,  it  is  possi- 
ble to  introduce  into  the  respondent's  schedule  a  provision  that 
rooms  in  excess  of  300  square  feet  shall  be  counted  as  two  active 
rooms.  This  should  apply,  however,  to  only  such  rooms  as  would 
be  classified  as  active  under  the  present  rules  of  the  company.  We 
do  not  think  it  advisable  to  establish  any  minimum  area  below  which 
rooms  shall  not  be  classified  as  active.  Below  a  certain  sire,  like 
rooms  usually  demand  about  the  same  amount  of  service,  and  about 
the  same  amount  of  energy  is  consumed  by  the  installations  in  them. 

"Inasmuch  as  the  introduction  of  such  an  amendment  would  only 
result  in  increases  where  areas  larger  than  300  square  feet  are  now 
counted  as  one  active  room,  we  will  not  order  any  change  to  this 
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effect  in  the  present  rules  of  the  company.  The  respondent  has 
voluntarily  promised  to  reduce  its  residence  primary  rate  to  10 
cents  per  kilowatt  hour  as  soon  as  the  total  number  of  customers 
receiving  service  within  Milwaukee  reaches  40,000.  At  that  time  we 
think  this  amendment  should  be  incorporated  into  its  rules  for  resi- 
dence service. 

"This  disposes  of  all  of  the  important  objections  tothe  respondent's 
room  basis  schedule." 

513.1 — Straight  Line  Meter  Rate. 

The  complainant  suggested  that  a  uniform  meter  rate  might  be  applied 
in  the  ease  of  all  residence  service.     The  Commission  says: 

"Such  a  rate  would  be  so  high  as  to  discourage  the  use  of  all  electrical 
appliances,  and,  therefore,  its  adoption  is  not  advisable.  We  have 
made  some  computations  on  the  average  residence  cost  per  unit  of 
energy,  and  find  that  this  figure  falls  only  a  fraction  of  a  cent  short 
of  the  actual  average  rate  now  assessed.  Such  being  the  case,  we 
would  not  feel  justified  in  enforcing  a  rate  reduction  in  the  face  of 
the  more  substantial  reduction  to  be  made  by  the  company  later. 

523.3 — Number  of  Rooms  Basis. 

"In  summary,  we  wish  to  state  that,  while  the  rate  under  review  is 
not  the  one  which  we  have  customarily  prescribed  for  residence 
service,  and  while  we  might  not  if  we  were  to  fix  an  original  schedule 
for  a  utility,  prescribe  even  the  same  'room  basis'  rates,  we  do  not 
think  that  it  is  so  far  unreasonable  as  to  warrant  our  interference.  In 
fact  we  are  of  the  opinion  that,  with  the  amendments  we  are  ordering 
and  suggesting,  the  rate  will  now  be  satisfactory  to  all  parties  con- 
cerned. 

'■'It  is  therefore  ordered  that  unwired  rooms  shall  not  be  considered 
hereafter  in  determining  the  number  of  active  rooms  under  respon- 
dent's residence  schedule." 


WISCONSIN 

625 — Factors  Affecting  Rates — Distance  Factor. 

City  of  West  Allis  v.  West  Allis  Gas  Comi  any.  Alleging  That 
the  Rates  For  Gas  Are  Excessive.  Decision  of  the  Wisconsin  Rail- 
road Commission,  Dismissing  the  Complaint.     April  19,  1916. 

The  Complaint  alleged  that  the  rates  for  gas  service  in  West  Allis  are 
unreasonable  and  urged  that  these  rates  should  be  no  higher  than  the 
rates  charged  in  Milwaukee. 

The  stock  of  the  West  Allis  Gas  Company  is  owned  by  the  Milwaukee 
Gas  Light  Company  and  gas  is  supplied  to  the  local  company  from  the 
]\Iilwaukee  company.  The  Commission  undertook  an  investigation  of 
the  rates  charged  in  West  Allis  in  three  ways,  estimating:  1.  Cost  of 
service  by  a  separate  organization  for  West  Allis  manufacturing  its  own 
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gas.  2.  Cost  of  service  by  a  separate  organization  for  West  Allis, 
buying  gas  from  the  Milwaukee  Gas  Light  Co.  at  its  present  schedule. 
3.  Cost  of  service  by  the  present  organization  using  apportioned  costs 
o;rt  the  Milwaukee  organization. 

The  Commission  finds  that  there  is  a  material  advantage  arising  from 
the  present  method  of  organization.  The  cost  of  operation  of  a  sep- 
arate manufacturing  plant  in  West  Allis  is  shown  to  be  higher  than  the 
cost  under  the  present  arrangement.  It  was  also  found  that  no  saving 
in  the  cost  would  result  if  gas  were  bought  at  the  present  Milwaukee 
rates  and  handled  by  a  separate  organization  in  West  Allis.  The  re- 
sult of  the  third  estimate  practically  confirms  the  opinion  in  the  Mil- 
waukee Gas  case  (12  W.  R.  C.  R.  441,  488)  where  it  is  said  that  the 
greater  cost  in  West  Allis  occasioned  by  the  additional  investment  is 
slightly  more  than  equal  to  the  present  difference  in  rates.  Upon  this 
showing  of  fact  the  petition  was  dismissed. 

625 — Distance  Factor. 

The  complaint  called  particular  attention  to  an  alleged  discrimination 
in  rates  from  the  fact  that  at  the  cUvision  line  between  West  Milwaukee 
and  West  Allis,  the  consumers  living  on  one  side  of  the  street  pay  the 
Milwaukee  rates,  while  consumers  across  the  street  in  West  Allis  pay 
the  higher  rate.  The  complainaxits  draw  from  this  fact  the  conclusion 
of  injustice  done  to  West  Allis  consumers. 

The  Commission  says: 

"This  is,  no  doubt,  a  natural  tendency  when  the  dividing  line  is  so 
sharply  drawn,  but,  on  the  other  hand,  it  must  be  remembered  that 
such  a  division  must  ultimately  be  made,  axid  that  if  it  were  deemed 
unjust  to  separate  West  Allis  from  Milwaukee  in  the  matter  of  rates, 
it  would  have  to  be  held  unjust  to  separate  West  Allis  from  its  out- 
lying neighbor  at  some  future  date.  In  this  manner,  the  rule  would 
necessarily  have  to  be  applied  to  successive  extensions  of  the  rate 
zone  until  the  cost  to  the  company  became  so  great  that  an  increase 
in  all  rates  would  ])e  necessary. 

"In  the  present  case,  the  limits  within  which  the  Milwaukee  Gas 
Light  Company  has  been  chartered  to  operate  form  the  dividing 
line.  In  1883,  the  company  was  empowered  by  the  legislature  to 
operate  in  the  country  surrounding  the  corporate  limits  of  Milwaukee 
for  a  distance  of  one  mile  from  these  limits.  This,  then,  has  de- 
termined the  extreme  limit  of  operation  and  it  has  thus  happened  that 
West  Milwaukee  is  within  these  limits. 

"The  rates  effective  in  West  Milwaukee  are  not  an  issue  in  this  case. 
Whether  or  not  they  should  be  the  same  as  those  applying  to  West 
Allis  or  Milwaukee  cannot  properly  be  determined  in  this  case.  The 
important  point  here  is  that  West  Allis,  as  an  independent  munici- 
pality, should  not  expect  that  the  gas  rates  effective  within  her  limits 
will  be  determined  entirely  or  primarily  upon  bases  that  are  depend- 
ent upon  social  consideration  relating  to  geographical  circumstances. 
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"Legally,  there  is  no  objection  to  basing  a  rate  schedule  upon  dis- 
tance differentials  which  will  take  care  of  the  accumulating  costs 
created  by  serving  consumers  at  increasing  distances.  This  form  of 
schedule  when  applied  to  different  distances  within  any  city  is  ob- 
jectionable, however,  from  a  social  point  of  view  in  that  it  discrim- 
inates in  favor  of  the  central  portion  of  the  city  which  tends  to  be- 
come congested  at  the  expense  of  districts  farther  removed.  It  is 
also  objectionable  from  an  operating  standpoint  in  that  it  might  in- 
terfere with  good  engineering  practice  relating  to  the  location  of 
gas  plants.  Franchises  have  therefore  usually  required  that  a  uni- 
form rate  apply  to  all  sections  within  which  the  utility  is  authorized 
to  operate.  This  has  been  the  case  in  Milwaukee.  But  as  between 
two  municipalities,  these  arguments  do  not  apply  and  for  this  reason 
the  West  Allis  rate  schedule  must  be  based  upon  its  separate  cost 
data." 


ILLINOIS 

300 — Investment  and  Return. 

People's  Telephone  and  Telegraph  Comi  any  of  Menard  County, 
Application  For  Authority  to  Change  Rates.  Decision  of  the  Illinois 
Public  Utilities  Commission,  Granting  Authority  to  Put  in  Effect 
the  Proposed  Rates  As  Modified  by  the  Commission.     June  5,  1916. 

340 — Rate  of  Return. 

The  Commission  found  that  the  company  was  not  earning  an  adequate 
return.  It  was  estimated,  however,  that  the  rates  which  the  Company 
proposed  to  put  in  effect  would  yield  a  return  of  9.52  per  cent.  The 
rates  as  modified  by  the  Commission  and  ordered  put  in  effect  provide 
for  an  estimated  return  of  7.07  per  cent. 

365.1— Depreciation^Straight  Line  Method. 

In  providing  for  a  depreciation  reserve,  the  Commission  says: 

"The  method  used  by  the  petitioner  to  determine  the  proper  allow- 
ance to  be  made  for  depreciation  reserve  is  the  straight  line  method. 
Theoretically,  by  this  method  definite  lives  are  assigned  to  classes 
of  equipment  and  the  annual  depreciation  allowance  necessary  to 
replace  the  property  at  the  end  of  its  life  determined.  To  arbitra- 
rily use  this  amount  without  consideration  to  other  factors  which 
have  considerable  bearing  on  depreciation  can  scarcely  be  contended. 
Theoretically,  the  straight-line  method  is  true,  but  in  actual  practice, 
after  a  company  has  been  operating  a  number  of  years,  necessary 
renewals  and  replacements  to  plant  are  made  from  time  to  time  with 
the  result  that  the  condition  of  the  property  becomes  fixed  at  a 
certain    condition    per    cent.     The    deterioration    of    the    property 
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beyond  that  which  can  not  be  covered  by  current  maintenance  must 
be  met  by  the  setting  aside  of  a  depreciation  reserve.  A  large  por- 
tion of  the  renewals  and  replacements  are  made  through  the  installa- 
tion of  equipment  of  a  modern  type,  more  efficient  than  the  old 
equipment  and  in  this  manner  the  plant  is  maintained  to  a  high 
degree  of  efficiency  without  any  increases  chargeable  to  the  capital 
account. 

"A  company  which  pursues  this  policy  of  maintenance  does  not 
require  as  large  an  annual  depreciation  reserve  as  is  indicated  by 
the  use  of  the  straight-line  method  for  determining  depreciation." 


PENNSYLVANIA 

132 — Protection  from  Competition. 

Borough  of  Bath,  Application  For  Right  to  Erect  a  Transmission 
System,  Purchase  Current  and  Furnish  Electricity  for  the  Borough 
and  Its  Inhabitants.  Decision  of  the  Pennsylvania  Public  Service 
Commission,  Dismissing  the  Application.     June  30  1916. 

The  Borough  of  Bath  asked  for  a  certificate  of  convenience  to  erect, 
maintain  and  operate  a  transmission  system  within  the  Borough  over 
which  current,  Avhich  it  proposes  to  purchase  under  contract  from  the 
Lehigh  Navigation  Company,  may  be  supplied  for  the  lighting  of  its 
streets  and  also  sold  to  the  inhabitants  of  the  Borough  at  a  profit. 

The  Pennsylvania  Utilities  Company,  furnishing  electric  current  in 
the  Borough,  protested  against  the  granting  of  the  petition. 

The  Commission  in  its  decision  discusses  two  questions:  1.  Can  the 
borough  construct  a  competing  electric  light  plant  (for  such  would  m 
effect  be  the  result  of  the  granting  of  the  certificate),  or  should  it  first 
acquire  the  plant  of  the  Company  now  lawfully  authorized  to  operate 
and  actually  operating  within  the  borough?  2.  Even  though  the  legal 
right  is  resident  in  the  borough  so  to  do,  should  the  Commission  declare 
by  its  certificate  of  public  convenience,  that  such  action  was  necessary 
for  the  service,  accommodation,  convenience  or  safety  of  the  public? 

In  answer  to  the  first  question,  the  Commission  cites  the  Pennsvlvania 
Act  of  May  20,  1891,  P.  L.  p.  90  which  was  the  first  authorization  to. 
boroughs  to  engage  in  the  Ijusiness  of  furnishing  electric  light  to  private 
consumers. 

"To  all  which  so  desired,  this  Act  offered  a  comprehensive  plan  for 
the  erection  and  operation  of  an  electric  light  plant,  subject  to  this 
proviso,  however,  that  where  private  capital  had  made  the  prior 
investment,  the  existing  plant  might  be  purchased." 

This  was  the  state  of  the  law  in  1906,  when  the  subsidiary  company 
(afterwards  merged  in  the  Pennsylvania  Utilities  Company)  established 
its  plant  in  the  Borough  of  Bath  and  began  the  exercise  of  its  franchises. 

The  Borough  urges  that  the  franchise  granted  the  Pennsylvania  Utilities 
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Company  was  not  exclusive  and  that  the  company  assumed  the  risk 
of  possible   competition.     The  Commission    says: 

"To  this  the  answer  is,  that  the  competition  of  a  new  company  not 
only  under  the  terms  of  the  ordinance  but  under  the  Laws  of  the 
Commonwealth,  was  always  and  is  now  a  potential  possibility,  but 
the  competition  of  the  borough  itself  was  not  only  never  within  the 
legal  contemplation  of  the  stockholders  of  the  electric,  light  company, 
but  was  only  possible  under  the  Act  of  May  20,  1891,  P.  L.  p.  90, 
prescribing  the  method  by  which  such  a  municipally  owned  enter- 
prise could  be  established." 

The  Borough,  however,  pointed  out  that  it  does  not  propose  to  erect 
a  plant  and  to  manufacture  electricity,  the  matter  covered  by  the  law 
of  1891,  but  that  it  proposes  to  purchase  electric  current  and  resell  the 
same  in  accordance  with  an  act  of  May  14,  1915,  P.  L.  p.  312. 

The  Commission  says: 

"It  is  unquestioned  that  in  the  Act  of  1891  there  is  no  authority 
given  to  boroughs  to  liuy  and  sell  electric  current.  At  the  time  of 
its  passage  the  generation  of  electricity  for  lighting  was  in  the  very 
infancy  of  the  industry,  and  great  transmission  systems  and  large 
central  stations  from  which  current  may  be  directed  vast  distances, 
were  unknown.  With  the  progress  of  the  business  has  come  new 
possibilities,  and  boroughs  have  been  invested  with  the  power  to 
purchase  and  ■  sell  electric  current,  but  the  new  power  so  conferred 
is  not  in  derogation  of  the  Act  of  1891,  but  an  addition  thereto. 

"The  two  Acts  must  be  read  together  and  may  be  worked  out  to- 
gether. There  is  in  them  nothing  which  is  inconsistent.  The  pur- 
chase of  electric  current  is  only  a  new  phase  of  a  growing  and  ex- 
panding business,  whose  product  has  become  so  useful  and  desirable 
as  to  be  ranged  within  the  class  of  necessities.  The  borough  may 
buy  and  sell  in  accordance  with  the  Act  of  1915,  but  if  there  is  an 
existing  company,  its  plant  should  be  first  acquired,  and  then  alter 
acquisition — whether  because  of  greater  needs  which  the  existing 
plant  did  not  supply,  or  from  ability  to  purchase  at  a  price  less  than 
the  cost  of  production,  or  from  a  desire  to  avoid  the  inconvenience 
or  danger  or  trouble  of  maintaining  a  local  generating  system,  the 
borough  may  proceed  under  the  Act  of  1915. 

132.8 — Unnecessary  Duplication. 

"From  the  rulings  in  somewhat  analogous  cases  it  is  evident  that 
such  is  the  spirit  of  the  law  of  Pennsylvania.  In  White  vs.  Citv  of 
Meadville,  177  Pa.  p.  643,  (1896)  the  Supreme  Court  held  "'No 
community  will  pay  double  for  any  article  of  necessity  or  luxury. 
If  the  property  holder  must  by  compulsory  taxation  support  the 
municipal  system,  he  will  not  voluntarily  support  the  private  cor- 
poration system.  Such  a  conflict  of  interest  will  inevitable  bank- 
rupt the  system  which  depends  on  the  voluntary  patronage  of  the 
public.  We  hesitate  to  assume,  every  Court  is  bound  to  hesitate 
long  before  assuming,  the  Legislature  intends  by  grants  to  distinct 
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corporations  for  public  purposes,  there  shall  arise  such  conflict  in 
the  exercise  of  the  franchises  as  will  result  in  the  practical  destruc- 
tion of  property  of  any  citizen  without  compensation.  It  is  a  cardinal 
rule  of  construction  between  older  and  younger  grants  of  franchises, 
the  sovereign  does  not  intend  the  younger  shall  infringe  on  the  older; 
but  to  assume  these  franchises  can  be  in  existence  and  in  operation 
at  the  same  time,  is  to  assume  the  Commonwealth  has  granted 
precisely  the  same  thing  to  the  municipaUty  that  it  had  already 
granted  to  the  water  company;  for  in  a  business  view  the  contem- 
poraneous exercise  of  franchises  is  impossible.' 
"In  Manheim  Borough  vs.  Manheim  Water  Company,  229  Pa.  177, 
(1910)  the  Supreme  Court  held:  'When  the  stockholders  of  the 
water  company  invested  their  money  they  did  so  with  the  knowledge 
that  should  the  borough  desire  to  purchase  the  company's  property, 
they  certainly  would  get  the  price  fixed  in  their  Act  of  incorporation ; 
and  it  is  beyond  the  power  of  the  Legislature  to  take  their  right 
from  them  in  such  a  manner  as  attempted  by  the  Act  of  1907,  the 
terms  of  which  have  a  manifest  tendency  to  Avork  injustice  to  the 
corporators.'  " 

As  to  the  second  question  regarding  the  public  necessity  for  the  service 
proposed  to  be  furnished  by  the  Borough,  the  Commission  says; 

"The  borough  believes  that  it  could,  liy  the  increase  of  its  bonded 
indebtedness,  pay  the  cost  of  the  erection  of  a  transmission  system, 
and  that  the  revenue  derived  from  the  sale  of  electric  current  to  the 
inhal;)itants  of  Bath,  would  be  so  great  that  not  only  would  the  in- 
terest upon  the  new  issue  of  bonds  be  met,  the  provision  for  the 
Sinking  Fund  assured,  and  the  operating  expenses  paid,  but  that 
the  streets  of  the  borough  would  be  lighted  without  cost. 
"The  testimony  presented  fails  to  convince  us  of  the  possibilities  ot 
this  result.  The  population  of  the  borough  is  comparatively  small 
as  is  the  number  of  those  using  electric  current  or  likely  so  to  do. 
The  risks  of  the  business,  such  as  the  destruction  of  poles  and  break- 
ing of  wires  due  to  storms  are  many.  The  expenses  of  the  upkeep 
of  a  system  such  as  proposed  are  comparatively  great,  and  there  is 
very  grave  doubt  whether  such  a  venture  could  be  financially  suc- 
cessful. If  any  fault  is  to  be  found  with  the  present  service;  if  the 
rates  asked  for  private  or  public  lighting  are  excessive;  if  any  dis- 
crimination is  practiced;  appeal  may  be  had  to  this  Commission 
under  the  comprehensive  terms  of  The  Public  Service  Company 
Law,  and  redress  may  be  had;  but  under  all  the  circumstances  of 
this  case,  and  notwithstanding  the  earnestness  with  which  we  are 
urged  to  adopt  an  opposite  course,  we  are  of  opinion  that  the  applica- 
tion of  the  Borough  of  Bath  for  a  certificate  of  public  convenience 
to  erect,  maintain  and  operate  a  transmission  system  of  transformers, 
etc.,  in  the  borough  should  be  denied,  and  that  the  application  for 
the  approval  of  the  proposed  contract  of  the  Borough  of  Bath  with 
the  Lehigh  Navigation  Electric  Company  for  the  supply  of  electric 
current  to  be  resold  by  said  borough,  should  be  refused." 
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RATES 

616.1— street  Lighting. 

Tendencies  in  Street  Lighting  Practice.  Electrical  World,  Sep- 
tember 2,  1916,  p.  475,  4  pages. 

Information  concerning  street  lighting  rates  and  practice  compiled  for  over  100 
cities  is  presented  in  this  article.  A  tabulation  is  given  showing  types  of  lamps 
and  rates  for  street  lighting  service  for  cities  of  over  25,000  population. 

Brief  reports  are  also  given  regarding  installation  and  maintenance  costs  for 
street  lighting  in  various  cities. 

616.1— Street  Lighting. 

An  Improved  Form  of  Street  Lighting  Contract.  Electrical  World, 
September  2,  1916,  p.  471,  3  pages. 

The  article  discusses  the  advantages  of  a  new  form  of  street  lighting  contract,  such 
as  has  been  developed  and  applied  to  street  lighting  in  a  number  of  agreements 
entered  into  between  operating  subsidiaries  of  the  Wisconsin  Edison  Company  and 
municipalities  in  the  Milwaukee  district.  The  distinctive  features  of  the  new 
contract  are  the  jirovision  for  the  termination  of  the  contract  and  the  manner  in 
which  rates  are  stated.  As  to  the  provision  for  the  termination  of  the  contract, 
the  new  form  differs  from  the  usual  form  in  that  no  date  of  expiration  is  fixed. 
Instead,  it  is  provided  that  the  utility  shall  furnish  electric  street  lighting  service 
for  an  indeterminate  term  continuing  from  the  date  of  the  contract  until  terminated 
by  the  city.  The  city  is  required  to  give  due  notice  of  its  desire  to  terminate  the 
contract  and  to  recompense  the  utility  for  all  imamortized  investment  in  special 
street  lighting  ecjuipment.  The  rates  of  charge  are  based  on  the  cost  of  service 
and  the  elements  of  cose  are  set  forth  in  the  contract.  It  is  provided  first,  that  the 
rate  per  lamp  per  year  shall  be  the  sum  of  four  component  factors;  second,  that 
these  factors  shall  be  re-computed  from  time  to  time;  and  third,  that  the  utility 
shall  set  up  and  maintain  a  depreciation  reserve  in  connection  with  its  investment 
in  special  street  lighting  equipment.  The  four  factors  making  up  the  cost  of 
service  are  (1)  fixed  charges  on  joint  investment  for  street  lighting  and  other 
public  service,  (2)  joint  operating  expenses,  (3)  fixed  charges  on  special  street 
lighting  investment  and  (4)  direct  operating  ex^ienses  of  street  lighting.  The 
method  of  determining  cost  of  service  per  lamp,  including  depreciation,  taxes, 
and  insurance,  is  also  explained. 

614 — Heating  and  Cooking. 

Some  Fe.\tures  of  Domestic  Electric  Cooking  and  Heating,  by 
H.  B.  Peirce.  Paper  to  Be  Presented  at  the  Pacific  Coast  Convention 
of  the  A.  L  E.  E.,  Seattle,  Washington,  September  5-9,  1916.  Pro- 
ceedings. August,  1916,  p.  1209,  11  pages. 

In  this  paper,  a  study  is  made  of  the  characteristics  of  cooking  and  heating  loads. 
From  tests  made  on  a  number  of  domestic  cooking  and  heating  installations  it 
would  appear  that  electric  cooking  has  a  better  load  factor  than  a  lighting  load, 
and  that  this  load  factor  improves  as  the  number  of  ranges  increases.  The  effect 
of  water  heaters  used  in  connection  with  electric  ranges  is  discussed  in  relation 
to  central  station  loads  and  income. 
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GENERAL 

900— General. 

Minneapolis  Council  Takes  Broad  Gauged  Stand  on  Isolated 
Plants.  News  Items  from  H.  M.  Byllesby  and  Compmiy,  for  the  Week 
of  August  31,  1916. 

The  city  council  of  Minneapolis  has  declined  permission  to  an  isolated  electric 
power  plant,  owned  by  and  serving  a  wholesale  house,  to  construct  conduits  for 
the  purpose  of  rumiing  wires  to  serve  another  building.  The  council  took  the 
ground  that  the  permit  would  be  against  public  policy  because  the  granting  of 
such  permits  would  be  inconsistent  with  the  maintenance  of  lower  rates  in  the 
business  section  by  the  central  station  company  serving  the  cit3^ 

900— General. 

Modern  Practice  in  Residence  Lighting,  by  James  R.  Cra^ath; 
Industrial  Lighting  from  the  New  Aspect,  by  C.  E.  Clewell; 
Present-Day  Tendencies  in  Street  Lighting,  by  Preston  S.  Millar. 
Electrical  Review  and  Western  Electrician,  September  2,  1916,  pp.  403, 
407,  415. 

This  week's  issue  of  Electrical  Review  and  WeMern  Electrician  is  devoted  largely 
to  practical  discussion  and  illustration  of  the  proper  selection  and  installation 
of  up-to-date  lighting  fixtures  to  secure  good  lighting  for  the  home,  the  factory 
and  the  street.  i 

The  paper  by  Mr.  Cravath  gives  practical  recommendations  for  the  lighting  of 
residences,  with  special  reference  to  the  selection  of  fixtures  suited  to  the  require- 
ments of  the  average  interior.  The  paper  by  Mr.  Clewell  discusses  modern 
ideas  of  industrial  lighting  and  points  out  the  advantages  of  good  light  and  its 
effect  upon  employees.  The  paper  on  street  lighting  by  Mr.  Millar  presents  a 
discussion  of  the  various  types  of  ilhmiinants  and  street  lighting  accessories, 
data  on  installation  practice  and  operation  and  some  of  the  engineering  aspects 
of  street  lighting. 

COURT  DECISION  REFERENCES 

130 — Protection  of  the  Corporation. 

Walsh  v.  Bristol  &  Warren  Waterworks.  Decision  of  the  Supreme 
Court  oe  Rhode  Island.     June  13,  1916.     97  Atlantic,  798. 

In  this  case,  the  complainant  seeks  to  enjoin  the  respondent  water  company  from 
shutting  off  the  water  supply  at  his  premises.  The  complainant  refused  to  pay 
certain  charges  exacted  in  accordance  with  one  of  the  rules  of  the  company,  and 
the  company  gave  notice  that  unless  the  bill  was  paid  the  water  would  be  shut 
off.     The  court  finds  that  the  charges  were  properly  assessed,  and  says: 

"The  company  has  the  right  to  cut  off  a  water  supply  for  non-payment  of 
proper  charges.  It  is  not  understood  that  this  principle  is  ciuestioned,  but 
see  the  following  cases:  Farnham  on  Waters,  etc..  Vol.  1,  p.  876;  Hieronymus 
Bros.  V.  Bienville  Water  Supply  Co.,  131  Ala.  447,  31  South.  31;  Robbins  v. 
Railway  Co.,  100  Me.  496,  62  Atl.  136,  1  L.  R.  A.  (N.  S.),  963;  Harbison  v. 
Knoxville  Water  Companv,  .53  S.  W.  993;  Poole  v.  Paris  Mountain  Water  Co., 
81  S.  C.  438.  62  S.  E.  874,  128  Am.  St.  Rep.  923;  Wood  v.  Auburn,  87  Me. 
287,  32  Atl.  906,  29  L.  R.  A.  376;  Girard  L.  Ins.  Co.  v.  Philadelphia,  88  Pa. 
393." 
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COMMISSION  DECISIONS 
OHIO 

300 — Investment  and  Return. 

City  of  Cincinnati  v.  The  United  Gas  and  Electric  Company  et  al. 
Asking  For  a  Valuation  of  the  Company's  Electric  Properties.  Deci- 
sion of  the  Ohio  Public  Utilities  Commission,  Making  a  Final  Deter- 
mination of  Value.     September  8,  1916. 

The  Commission  made  a  complete  inventory  of  the  electric  properties 
used  and  useful  in  furnishing  electric  service  in  the  City  of  Cincinnati 
and  fixed  a  tentative  valuation  on  June  3,  1915.  This  tentative  valua- 
tion was  used  as  a  basis  for  further  hearings  at  which  protests  against 
the  findings  of  the  Commission  were  filed  by  the  city  and  the  company 
and  additional  evidence  was  submitted. 

The  Commission  has  now  made  public  its  final  finding  as  to  value  and 
will  proceed  with  the  investigation  to  determine  rates  for  electric 
service. 

310— Valuation. 

The  Commission  finds  a  total  value  new  of  all  propertv  inventoried  of 
$10,595,435.60  and  a  present  or  depreciated  value  of  $8,945,215.46. 
(The  valuation  of  the  property  made  for  the  City  was  reported  in  6 
Rate  Research  131,  147.) 

312.9 — Paving  Over  Mains. 

In  the  tentative  valuation,  the  Commission  allowed  a  value  for  paving 
based  on  prices  as  of  the  date  of  the  valuation.  In  the  final  valuation, 
the  Commission  revised  its  tentative  figures  and  based  its  allowance  for 
paving  actually  removed  in  the  installation  of  the  underground  system, 
on  prices  prevailing  in  Cincinnati  at  the  time  of  removal  and  restora- 
tion. 

314 — Overhead  Charges. 

The  decision  says: 

"Referring  to  the  subject  of  Overheads,  which  the  city  has  claimed 
are  excessive,  the  Commission's  engineer  in  charge  of  the  appraisal 
in  his  report  says: 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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"  'For  a  proper  consideration  of  this  subject  you  must  examine  the 
structure  of  your  Physical  Valuation.  It  has  been  the  practice  of 
certain  engineers  to  include  in  their  unit  costs  other  items  than 
material  and  labor,  such  as  a  general  contractor's  profit,  insurance, 
superintendence,  engineering,  architects'  fees,  etc.  Thus  for  the 
overheads  to  be  on  a  comparable  basis,  the  unit  costs  used  in  the 
Physical  Valuation  should  be  comprised  of  the  same  elements. 

"  'The  Commission's  engineer  wishes  to  call  attention  to  the  fact 
that  the  unit  prices  usecl  in  the  Tentative  Valuation  consist  of  ma- 
terial and  labor  only. 

314.41 — Engineering. 

"  'In  the  application  of  Overheads,  Engineering  is  a  proper  element 
of  Reproduction  Cost  New.  In  the  case  of  Buildings  it  has  been 
applied  on  the  basis  of  design.  The  power  plant  and  substations 
having  been  designed  for  a  special  purpose  and  in  the  light  of  local 
governing  conditions,  there  has  been  included  an  allowance  of  5% 
for  architect's  fee  and  5%  for  engineering,  as  both  an  engineer  and 
architect  would  be  required  on  these  buildings.  In  the  case  of 
Coal  Storages,  which  are  chiefly  steel  structures,  an  allowance  of 
5%  has  been  made  for  engineering.  The  office  buildings,  warehouses 
and  stables  have  been  given  a  5%  architect's  fee.  In  the  case  of 
power  plant  and  substation  equipment  there  has  been  an  allowance 
of  6%  for  engineering,  and  in  the  light  of  the  highly  specialized 
nature  of  the  work,  is  a  very  conservative  figure.  The  Underground 
Distribution  System  has  been  given  5%  and  the  Overhead  Distri- 
bution System  6%  for  engineering.  In  view  of  the  great  mass  of 
specialized  details  in  these  systems,  the  allowances  are  very  con- 
servative. 

314.43 — Contingencies. 

"  'Under  the  head  of  Contingencies,  the  Commission's  engineer 
has  allowed  2%  on  Buildings,  2%  on  Power  Plant  and  Substation 
Equipment,  2%  on  Underground  Distribution  System,  5%  on 
Overhead  Distribution  System  and  Transformers,  2%  on  Meters  and 
2%  on  items  of  a  general  nature.  The  reason  for  including  this 
item  is  that  in  estimating  the  cost  of  reproducing  a  plant,  it  is  ob- 
viously important  to  consider  the  reproduction  as  taking  place  in  a 
way  that  is  humanly  possible.  This  is  especially  applicable  to  the 
question  and  any  one  ha\dng  construction  experience  will  realize 
the  correctness  of  the  item. 

"  'Under  Power  Plant  and  Substation  Equipment,  the  Commission's 
engineer  has  allowed  2%  for  "Testing  and  Preliminary  Operation". 
To  those  having  construction  and  operating  experience  it  is  a  well 
kno^\^;l  fact  that  a  new  plant  must  undergo  a  "seasoning  process", 
before  it  is  connected  to  the  load.  During  this  period  the  defects 
that  develop  under  operating  conditions  but  are  not  apparent  be- 
forehand, are  corrected  and  adjusted. 
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314.44r— Contractor's  Profit. 

"  'The  Commission's  engineer  has  included  an  allowance  of  11% 
for  Contractor's  Profit  on  material  and  labor  for  the  items  of  Build- 
ings, Power  Plants  and  Substation  Equipment,  Underground  and 
Overhead  Distribution  Systems.  The  allowance  is  based  on  the 
usual  custom  of  employing  a  general  contractor  to  take  charge  of 
and  direct  the  building  of  the  plant.  In  some  instances  the  com- 
pany acts  as  a  general  contractor,  but  they  would  be  subject  to  the 
same  elements  of  construction  cost.  The  prevailing  allowance  for 
contractor's  profit  is  10%  of  the  gross  construction  cost  or  11% 
of  the  net  cost,  after  deducting  this  profit.  It  is  on  this  basis  that 
the  Commission's  engineer  has  fixed  his  figure  of  11%  on  the  cost 
of  labor  and  materials  only,  as  applied  to  the  items  above  mentioned. 

"  'The  heading  of  contractor's  profit  is  a  clearing  house  for  the 
multitude  of  costs  that  are  certain  to  occur  in  all  cases  of  actual 
construction,  consistent  with  the  exercise  of  reasonable  foresight. 
Among  some  of  the  elements  of  cost  properly  included  under  this 
heading  are  the  following: 

1  Cost  of  purchasing  all  materials. 

2  Cost  of  local  aiid  factory  inspection,  as  well  as  tests  of  ma- 

terials. 

3  Cost  of  assembling  and  storing  of  materials. 

4  Cost  of  distribution  of  materials  from  storehouse   to   con- 

struction site. 

5  Cost  of  return  of  unused  materials. 

6  Waste  and  breakage  of  materials. 

7  Superintendence  of  construction. 

8  Night  watchman  and  protection  of  work. 

9  Danger  signals  and  maintenance  of  sidewalks. 

10  Cost  of  assembling  and  training  labor. 

11  Loss  of  time  due  to  unfavorable  weather  conditions  and 

change  of  seasons. 

12  Building  Permits,  Water  Permits  and  consents  of  Property 

0^\Tiers. 

13  Field  Offices,  Sheds,  Fences  and  Temporary  Enclosures. 

14  Inspection  and  testing  of  completed  work. 

15  Fire,  Casualty  and  Liability  Insurance. 

16  Office  and  Administrative  Expense  in  the  field. 

"  'In  addition  to  the  above  items  of  expense  there  is  the  responsi- 
bility of  carr\ing  out  the  work  with  reasonable  dispatch  and  at  a 
reasonable  cost  of  construction.  The  Commission's  engineer  be- 
lieves the  figure  he  has  named  is  the  proper  one  and  in  full  accord 
with  the  general  practice  and  decisions  of  courts  and  commission. 

"  'The  total  overhead  allowances  including  land  is  17.50%,  exclusive 
of  land,  19.15%.'  " 
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314.22 — Actual  Cost  of  Acquiring  Franchises. 

Regarding  franchise  ^'alue  the  Commission  says: 

"The  Commission  has  not  attempted  to  make  a  valuation  of  the 
franchise  rights  of  the  company.  It  has  included  under  the  head  of 
'Preliminary,  Organization  and  Franchise  Expense',  an  allowance 
sufficient  to  cover  the  expense  of  reproducing  the  franchise  rights 
and  privileges  of  the  company.  It  considers  that  the  value  of  the 
rights  and  privileges  of  the  company.  It  considers  that  the  value 
of  the  right  or  franchise  of  the  company  to  own  or  enjoy  the  same 
after  it  is  obtained,  should  not  be  taken  into  consideration  and  valued 
as  a  part  of  the  company's  property.  If  the  company  actually  paid 
to  the  city  as  a  consideration  for  the  grant  of  a  franchise  or  right  to 
operate,  a  certain  sum  of  money,  this  would  be  given  consideration, 
but  there  is  no  claim  made  or  evidence  showing  any  such  payment. 

"The  Commission,  therefore,  rejects  the  claim  of  the  company  for  a 
franchise  value  of  $5,581,600." 

314.31 — Cost  of  Financing. 

"The  company  asked  for  an  allowance  of  $2,550,263  as  the  'cost  of 
financing'.  It  contends  that  the  'cost  of  financing'  is  a  'necessary 
and  actual  item  of  cost  as  much  as  the  cost  of  labor  and  material'. 
The  Commission  has  taken  the  view  that  expenses  of  this  character 
should  not  be  included  in  the  value  of  the  property  upon  which  the 
rates  for  ser\ice  are  to  be  based.  Aside  from  the  provisions  of  the 
uniform  classification  of  accounts  now  in  force  in  respect  to  electric 
utilities,  the  Commission  holds  that  all  legitimate  expenses  of  this 
character  should  be  amortized. 

"In  disposing  of  a  similar  contention  in  the  valuation  of  The  Lima 
Telephone  and  Telegraph  Company,  in  an  opinion  filed  July  21st, 
1916,  the  Commission  held  that  the  method  followed  by  the  Com- 
mission in  valuing  the  property  which  included  interest  on  money 
during  the  reconstruction  period,  was  such  that  an  allowance  of  this 
character  should  not  be  made  and  that  in  a  proper  case,  expense  of 
this  nature  may  be  made  a  charge  against  revenue  rather  than  a 
portion  of  the  fair  present  value  of  the  property.  We  think  this  to 
be  the  sound  and  correct  rule  on  the  subject  and  the  one  generally 
approved  and  followed. 

"Hayes  on  Public  Utihties  (2nd  Ed.)  p.  219;  Whitten  on  Valuation 
of  Pub.  Ser.  Corp.  p.  268-269;  Public  Service  Commission,  ex  rel. 
Seattle  v.  Seattle  L.  Co.  (Wash)  Public  Utilities  Rep.  1915  B.  139; 
In  re  Terminal  Taxicab  Co.  (Dist.  of  Col.)  Pubhc  Utithties  Rep. 
1915  B.  546;  Campbell  v.  Hood  River  Gas  &  E.  Co.  (Or)  Public 
Utilities  Rep.  1915  D.  855;  In  re  Blue  Hill  Street  R.  Co.  (Mass) 
Pubhc  Utilities  Rep.  1915  E.  370." 

315.1— Going  Value. 

The  Commission  allowed  $312,000  in  the  tentative  valuation,  which 
is  increased  to  $375,000  in  the  final  valuation,  as  the  cost  of  attaching 
the  business. 
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318— Working  Capital. 

The  decision  says: 

"The  Commission  allowed  for  working  capital,  in  the  tentative 
valuation,  the  sum  of  SI  10, 108.  Taking  into  consideration  all  the 
elements  that  should  be  considered  in  fixing  the  cash  working  capital 
for  a  property  of  this  magnitude,  we  think  that  this  sum  should  be 
increased  to  $150,108. 

319— Land. 

The  Commission's  treatment  of  land  held  imder  lease  is  explained  as 
follows : 

"There  are  several  parcels  of  land  held  l;)y  the  companies  under  lease 
for  a  period  of  ninety-nine  years,  renewable  forever.  In  fixing  the 
tentative  valuation,  the  Commission  attempted  to  find  the  value  of 
the  equity  of  the  company  in  these  tracts,  with  the  view  of  treating 
the  annual  rental  as  an  operating  expense.  However,  the  legislation 
in  this  state  and  the  decisions  of  the  Supreme  Court,  in  respect  to 
land  so  held,  treats  such  titles  as  in  effect,  fee  simple  titles,  and,  upon 
fuller  investigation,  the  Commission  is  of  the  opinion  that  in  fixing 
the  ^'alue  of  the  lands  used  and  useful  for  the  service  of  the  public 
in  this  instance,  these  titles  should  be  so  treated." 

362— Accrued  Depreciation. 

The  Commission  states  that  the  amount  to  be  deducted  from  cost  new 
for  depreciation  was  the  largest  single  item  of  difference  between  the 
claims  of  the  company  and  the  finding  of  the  Commission.  It  was 
contended  by  the  company  that  its  entire  electric  system  is  in  a  high 
state  of  efficiency,  capable  of  furnishing,  and  furnishing,  exactly  the 
same  ser\-ice  as  if  every  existing  unit  in  the  plant  w^re  new,  and  that  no 
deduction  should  be  made  for  depreciation  in  any  form  in  valuing  the 
plant  for  rate  making  purposes;  and  that  the  cost  of  new  production, 
where  the  plant  is  in  a  highly  efficient  operating  condition,  fairly  repre- 
sents the  investment  which  the  company  is  entitled  to  a  fair  rate  upon. 

The  Commission  deducted  $1,650,220.14  for  depreciation.  The  de- 
cision says: 

"The  depreciation  on  account  of  the  existing  mechanical  deteriora- 
tion, for  age,  for  obsolescence,  for  lack  of  utility,  or,  for  any  other 
cause,  was  ascertained  by  an  actual  inspection  of  the  unit  by  the 
Commission's  engineers.  In  the  case  of  meters,  transformers  and 
underground  conduit,  where  it  was  impracticable  to  make  a  com- 
plete actual  inspection,  the  depreciation  was  based  on  the  usual  or 
ordinary  life  tables  applicable  to  this  class  of  property.  By  this 
methofl  the  Commission's  engineers  necessarily  considered  the  ser- 
\ice  condition  of  the  plant  in  arriving  at  the  amount  of  existing  de- 
preciation that  should  be  assigned  the  different  units,  which  is 
reflected  in  the  final  result." 
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VERMONT 

132— Protection  from  Competition. 

Thompson,  et  al.  Application  for  Approval  of  the  Establishment  of  a 
Hydroelectric  Utility.  Decision  of  the  Vermont  Public  Service 
Commission,  Granting  the  Apphcation.     June  6,  1916. 

The  petitioners  submitted  to  the  Commission  articles  of  association 
setting  forth  their  purpose  to  establish  a  hydroelectric  plant  and  dis- 
tribution system,  and  asked  that  the  Commission  determine  whether 
or  not  the  establishment  and  maintenance  of  the  proposed  corporation 
will  promote  the  general  good  of  the  state.  The  Commission  found  in 
favor  of  the  establishment  of  the  proposed  company,  leaving  for  later 
determination  the  feasibility  of  the  plans  of  development  and  capitali- 
zation of  the  undertaking. 

It  was  urged  by  parties  in  opposition  that  the  establishment  of  the  plant 
would  impair  the  scenic  l.)eauty  of  the  river  upon  which  the  plant  would 
be  located.     The  Commission  says: 

"While  the  Commission  has  a  due  appreciation  of  the  scenic  beauties 
of  the  state,  we  do  not  feel  that  such  a  consideration  should  be  para- 
mount in  deciding  a  question  concerning  an  industrial  development 
of  the  State  of  Vermont  through  the  medium  of  its  water  powers. 
In  this  case,  we  believe  that  the  advantage  of  some  form  of  hydro- 
electric development  on  the  Middlebury  River  will  outweigli  the 
possible  impairment  of  the  scenic  beauty  of  the  river  which  might 
result  therefrom." 

The  Montpelier  and  Barre  Company,  furnishing  electricity  in  part  of 
the  territory  which  the  petitioners  proposed  entering,  opposed  the 
granting  of  the  petition.  The  Commission  does  not  find  that  the  ser- 
vice of  the  established  company  is  at  present  inadequate  in  the  terri- 
tory it  has  undertaken  to  serve,  but  the  Commission  says: 

"An  abundance  of  electric  power  for  industrial  purposes  cannot  but 
tend  to  foster  the  establishment  of  new  industries  and  the  extension 
of  industries  already  existing.  Vermont's  greatest  natural  resource 
at  the  present  time  is  its  water  power.  We  are  of  the  opinion  that 
the  esta])lishment  of  the  principle  of  a  strict  limitation  of  the  distri- 
bution for  power  and  mechanical  purposes  only,  of  electrical  energy 
produced  from  Vermont's  water  powers  to  any  single  company  in  a 
particular  community,  would  not  be  proper  or  conducive  to  the  best 
interests  of  the  state.  In  this  conclusion,  we  refer  to  the  distribu- 
tion of  electric  energy  for  power  and  mechanical  purposes  alone,  and 
do  not  mean  thereby  to  indorse  the  desirability  of  duplication  of 
companies  in  the  distribution  of  electricity  for  lighting  and  domestic 
purposes. 

"The  articles  of  association  limit  the  distribution  of  electric  energy 
in  the  territory  of  the  Montpelier  &  Barre  Company  to  energy  for 
power  and  mechanical  purposes,  and  it  is  our  judgment  that  we 
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should  not  refuse  a  certificate  of  general  good  to  the  proposed  cor- 
poration, especially  in  view  of  the  doctrine  laid  down  in  Rutland  R. 
Light  &  Power  Co.  v.  Clarendon  Power  Co.,  86  Vt.  45,  44  L.  R.  A. 
(N.  S.),  1204,  83  Atl.  332." 

The  Commission  approves  the  articles  of  association  with  a  provision 
added  to  the  effect  that  users  within  the  state  are  to  be  given  prefer- 
ence in  service.     The  decision  says: 

''The  Commission  believes  that  every  certificate  of  general  good 
should  contain  the  following  provision:  'In  the  sale  of  electricity, 
persons  residing  in  Vermont,  municipal  corporations,  or  persons 
doing  business  in  Vermont  shall  have  preference  under  similar  terms 
and  conditions.  This  provision  shall  be  considered  as  a  contract 
between  the  corporation  and  the  state  of  Vermont  for  the  benefit 
of  such  incorporations  thereof  as  may  be  hereafter  affected.' 

"The  articles  of  association  presented  in  the  present  case  do  not 
contain  this  provision,  and  before  the  same  are  filed  with  the  secre- 
tary of  state  they  should  be  amended  by  the  insertion  of  this  pro- 
vision." 

COLORADO 

226— Service. 

Thormann  v.  The  Denver  &  Interurban  Railroad  Company. 
Complaint  Against  Removal  of  Certain  Tracks.  Decision  of  the 
Colorado  Public  Utilities  Commission,  Determining  What  Service 
Is  Required  by  the  Public  Affected.     July  11,  1916. 

The  respondent  railway  company  proposed  to  remove  certain  of  its 
tracks  and  the  City  Council  voted  favorably  upon  the  company's 
plan.  Complaints  of  adjoining  property  owners  were  filed  with  the 
Commission  protesting  against  the  track  removal  and  discontinuance 
of  service.  The  company  contended  that  the  Commission  is  without 
jurisdiction  in  the  matter  and  that  the  city  may  authorize  an  abandon- 
ment of  service  within  the  city  limits.     The  Commission. says: 

"The  Commission  has  held  many  times  that  it  has  original  and 
exclusive  jurisdiction  over  every  public  utility  defined  by  the  Public 
Utilities  law  to  be  a  public  utility,  operating  within  the  State  of 
Colorado,  and  that  the  jurisdiction  of  the  Commission  extends 
to  all  matters  pertaining  to  the  service  and  rates  of  all  public  utilities 
specifically  designated  by  the  Legislature  as  public  utilities,  street 
railways  having  been  so  designated. 

•  "It  is  not  necessary,  however,  for  further  discussion  of  this  question, 
as  the  Honorable  Supreme  Court  of  the  State  of  Colorado,  on  the 
3d  day  of  July,  1916,  in  the  case  of  Denver  &  South  Platte  Railway 
Company  vs.  City  of  Englewood,  fully  sustained  the  position  hereto- 
fore taken  by  the  Commission,  and  in  the  opinion  of  the  Court, 
written  by  Mr.  Justice  Scott,  we  find  the  following: 

"  'This  act  is  very  broad  and  seems  to  confer  the  absolute  power  to 
regulate,  both  as  to  rates  and  otherwise,  all  public  utilities  within 
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the  state,  at  least  all  such  as  are  specified  in  the  act,  and  among 
which  are  street  railways.     ... 

'"From  the  sections  quoted,  and  from  other  provisions  of  the  act, 
it  fully  appears  that  the  Legislature  intended  to  delegate  to  the 
Public  Utilities  Commission  the  administration,  supervision  and 
regulation  of  all  service  rendered  to  the  pul^lic  throughout  the 
state,  including  municipalities.  Rates  and  regulations  fixed  by 
contract  are  specifically  included  within  the  powers  of  the  Com- 
mission. 

"'It  follows  therefore,  that  the  power  to  regulate  the  rates  of  the 
public  utility  in  question,  is  vested  by  the  act  exclusively  in  the 
Public  Utilities  Commission.  The  law  fully  provides  that  every 
order  or  decision  made  by  the  Commission,  may  be  reviewed  by  the 
Supreme  Court  upon  the  application  of  either  party,  or  of  any  person 
pecuniarily  interested  in  the  utility,  for  the  purpose  of  having  the 
lawfulness  of  the  order  or  revision  determined.' " 

In  regard  to  the  basis  upon  which  the  matter  should  be  decided  by  the 
Commission,  it  is  held: 

"Evidence  introduced  by  property  owners  to  the  effect  that  abandon- 
ment of  street  car  service  and  the  removal  of  street  railway  tracks 
will  depreciate  the  value  pf  property,  or  to  the  effect  than  an  extension 
of  street  railway  tracks  will  appreciate  the  value  of  property,  cannot 
be  considered  by  the  Commission.  Every  pul^lic  utility  under  the 
jurisdiction  of  the  Commission  must  furnish,  provide  and  maintain 
such  service,  instrumentalities,  equipment  and  facilities  as  shall 
promote  the  health,  comfort  and  safety  of  its  patrons,  employes 
and  the  public,  and  as  shall  in  all  respects  be  adequate,  efficient, 
just  and  reasonable,  but  the  Commission  has  no  authority  to  order 
an  extension  of  a  street  railway  line  because  it  will  enhance  the  value 
.of  property,  nor  has  it  the  authority  to  prohibit  the  removal  of 
street  railway  tracks  for  the  reason  that  the  removal  of  said  tracks 
will  depreciate  the  value  of  property.  This  Commission  is  not  an 
instrument  to  aid  in  increasing  real  estate  values,  nor  to  lend  assistance 
to  property  owners  to  maintain  the  present  value  of  their  property." 


NEW  YORK 

200 — Public  Service  Regulation — Law  and  Practice. 

North  Shore  Electric  Light  and  Power  Company,  et  al.  Petition 
for  Rehearing  of  Former  Order  Authorizing  Purchase  of  Property  of 
the  Port  Jefferson  Electric  Light  Company.  Decision  of  the  New  York 
Public  Service  Commission  (2D),  Dismissing  the  Petition.  Julv  31, 
1916. 

The  Commission  issued  an  order  authorizing  the  Port  Jefferson  Electric 
Light  Company  to  sell  its  property  to  the  North  Shore  Electric  Light 
and  Power  Company.     A  petition  for  rehearing  was  filed  by  certain 
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parties  who  have  a  suit  for  damages  against  the  Port  Jefferson  Company 
pending  in  the  Supreme  Court  of  the  State.  The  petition  asks  the 
Commission  to  amend  its  order  by  inserting  a  provision  for  the  pro- 
tection of  the  petitioners  or  other  unsecured  creditors.     The  Commission 

says : 

"The  question  is  thus  presented  whether  the  Commission  may,  or 
in  the  exercise  of  its  discretion,  should,  on  authoHzing  the  sale  of 
the  plant  and  franchises  of  a  corporation  subject  to  its  jurisdiction, 
impound  the  purchase  money  or  require  a  bond  in  order  to  secure 
demands,  not  liens  upon  the  jaroperty,  unliquidated  and  not  adjudi- 
cated to  be  Aalid,  although  an  action  is  at  the  time  pending  having 
for  its  object  the  enforcement  of  such  demands. 

"Appeal   is  made   to   the   inroad   general   provisions  of   the   Public 
Service   Commissions   Law  giving   the  Commission  general  super- 
vision   over    electrical    corporations.     This    supervision    is    granted 
for  the  purpose  of  compelling  the  performance  by  the  corporation 
of  its  public  duties  specified  by  law.     The  Public  Service  Commissions 
Law  did  not  confer  upon  the  Commission  the  power  of  a  court  of 
law  or  equity  to  adjudicate  private  rights  between  the  corporation 
and  others,  and  it  must  of  course  be  conceded  that  this  Commission 
can  not  take  jurisdiction  of  the  claim  of  the  executors  against  the 
Port  Jefferson  Electric  Light  Company.     That  is  a  matter  for  the 
courts  alone.     The  Code  of  Civil  Procedure  contains  certain  enact- 
ments for  pro\'isional  remedies  in  aid  of  pending  judicial  proceedings. 
By  Section  604,  an  injunction  may  be  had  'where  it  appears  by 
affidavit  that  the   defendant  during  the  pendency  of   the  action 
threatens  or  is  about  to  remove  or  to  dispose  of  his  property  with 
intent  to  defraud  the  plaintiff.'     By  Sections  635  and  636,  in  an 
action  for  injury  to  person  or  property  in  consequence  of  neghgence, 
fraud,   or  other  wrongful   act,   an  attachment  may  be  had  upon 
affidavit  that  the  defendant  if  a  natural  person  or  a  domestic  cor- 
poration, 'has  assigned,  disposed  of  or  secreted  or  is  about  to  assign, 
dispose   of   or   secrete   property   with   like   intent'    (to   defraud   his 
creditors).     It  is  elementary  law  in  this  State  that  these  provisions 
are   exclusi\'e.     Indeed,   it  was  admitted   on   the   hearing  that  an 
injunction  could  not  be  had  unless  the  applicants  could  show  fraud 
on  the  part  of  the  corporation,  'which  we  admit  at  the  present  time 
we  can  not  do.'     'To  be  frank,  we  do  not  believe  the  equity  court 
has  jurisdiction.'     If  the  courts  in  aid  and  protection  of  their  own 
jurisdiction  are  confined  to  specific  statutory  authority,  the  Commis- 
sion certainly  can  not,  because  of  the  mere  accident  that  the  defendant 
in  action  is  a  public  service  corporation,   confer  a   provisional  or 
ancillary  remedy  denied  to  the  court  having  jurisdiction  of  the  case. 

"It  is  said  that  the  sale  is  illegal  because  it  operates  to  divest  the 
corporation  of  all  its  property  without  paying  its  obligations.  If 
this  is  true,  it  must  be  because  the  sale  operates  as  a  fraud  upon 
creditors.  In  that  event  the  applicants  would  have  a  remedy  in 
the  appropriate  forum. 
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"There  is  certainly  no  controlling  authority  requiring  the  Corn- 
Commission  to  protect,  in  the  manner  requested,  anyone  who 
merely  shows  that  he  has  a  tort  action  pending  for  unliquidated 
damages,  undetermined  and  untried.  Such  a  practice  would 
permit  any  unscrupulous  person,  merely  by  serving  a  summons,  to 
delay  and  perhaps  defeat  enterprises  of  the  most  desirable  and 
most  urgent  character." 


COURT  DECISIONS 

WASHINGTON 

224.5 — Rates  Fixed  By  Contract. 

Raymond  Lumber  Co.  v.  Raymond  Light  and  Water  Co.  et  al. 
Decision  of  the  Supreme  Court  of  Washington.  Julv  29,  1916. 
159  Pacific  133. 

The  plaintiff  in  this  case  brought  an  action  for  the  purpose  of  restraining 
the  defendant  water  company  from  denying  to  the  plaintiff  the  right 
to  receive  water  service  at  rates  fixed  by  special  contract. 

It  appeared  that  in  order  to  induce  the  lumber  company  to  locate  in 
the  town  the  water  company  offered  a  special  low  rate  which  was  fixed 
by  contract  between  the  parties  in  interest,  running  for  a  period  of  forty 
years.  This  contract  was  entered  into  prior  to  the  establishment  of 
the  Colorado  Public  LTtilities  Commission.  After  the  contract  had  run 
for  a  period  of  about  7  years,  a  general  complaint  as  to  rates  was  filed 
by  the  City  of  Richmond  with  the  Colorado  Commission.  The  Com- 
mission in  its  decision  in  the  case  held  that  the  contract  with  the 
luml^er  company  was  discriminatory  and  ordered  the  water  company  to 
charge  the  regular  published  rates  for  such  service.  The  lumber 
company  sought  to  prevent  the  carrying  out  of  the  Commission's  order. 
The  Court  discusses  the  power  of  the  Commission  over  rates  fixed  by 
contract  as  follows : 

"The  question  then  arises,  if  the  contract  was  valid  at  the  time  it 
was  entered  into,  can  it  be  terminated  under  the  provisions  of  the 
Public  Service  Commission  Law  subsequently  passed?  As  already 
stated,  the  water  company  was  a  public  service  corporation,  and 
jurisdiction  over  its  rates  and  service  was  conferred  by  the  Public 
Service  Commission  Law  upon  the  Public  Service  Commission. 
The  power  to  regulate  and  control  the  rates  of  public  service  cor- 
porations is  within  the  legitimate  exercise  of  the  police  power  of  the 
state.  This  power  may  be  exercised  by  the  Legislature  itself  by 
enacting  a  law  fixing  rates,  or  the  Legislature  may  delegate  the 
power  to  fix  rates  to  a  properly  constituted  commission,  subject 
to  judicial  review.  State  ex  rel.  Webster  v.  Superior  Court,  67 
Wash.  37,  120  Pac.  861,  L.  R.  A.  1915C,  287,  Ann.  Cas.  1913D,  78. 
In  this  state  the  Legislature  has  conferred  the  rate  making  power 
upon  the  Public  Service  Commission  by  the  Public  Service  Com- 
mission Law. 
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"It  is  contended  that  even  though  the  state  under  its  police  power 
may  fix  rates  to  be  charged  by  pubhc  service  corporations,  that, 
notwithstanding  this  fact,  a  contract,  valid  when  entered  into,  is 
not  subject  to  be  al:)rogated  under  the  provisions  of  a  law  sub- 
sequently enacted.  This  contention  cannot  be  sustained.  The 
rule  is  that  contracts  upon  subjects  which  are  within  the  police 
power,  even  though  A'alid  when  made,  must  be  taken  to  have  been 
entered  into  in  view  of  the  continuing  power  of  the  state  to  control 
the  rates  to  be  charged  by  public  service  corporations.  Portland  Rv. 
etc.,  Co.  V.  Railroad  Commission,  229  U.  S.  397,  33  Sup.  Ct.  820, 
57  L.  Ed.  1248;  Milwaukee  Electric  etc.,  Co.  v.  Wisconsin  R.  R, 
Comm.,  238  U.  S.  174,  35  Sup.  Ct.  820,  59  L.  Ed.  1254;  Chicago, 
B.  &  Q.  R.  Co.  V.  Nebraska,  170  U.  S.  57,  18  Sup.  Ct.  513,  42  L. 
Ed.  948;  Louisville  &  N.  R.  Co.  v.  Mottley,  219  U.  S.  467,  31  Sup.  Ct. 
265,  55  L.  Ed.  297,  34  L.  R.  A.  (N.  S.)  671;  Philadelphia,  B.  &  W. 
R.  Co.  V.  Schubert,  224  U.  S.  603,  32  Sup.  Ct.  589,  56  L.  Ed.  911; 
Dawson  v.  Dawson  Telephone  Co.,  137  Ga.  62,  72  S.  E.  508;  Atlanta 
etc.,  R.  Co.  V.  Camp,  130  Ga.  1,  60  S.  E.  177,  15  L.  R.  A.  (N.  S.) 
594,  124  Am.  St.  Rep.  151,  14  Ann.  Cas.  439;  Texas  Ry.  Co.  v.  Scott, 
77  Fed.  726,  23  C.  C.  A.  424,  37  L.  R.  A.  94;  Manitowoc  v.  Manito- 
woc etc.,  Co.,  145  Wis.  13,  129  N.  W.  925,  140  Am.  St.  Rep.  1056; 
Milwaukee  Electric  etc.,  Co.  v.  Railroad  Comm.,  153  Wis.  592,  142 
N.  W.  492,  L.  R.  A.  1915F  744,  Ann.  Cas.  1915A,  911;  Kenosha  v. 
Telephone  Co.,  149  Wis.  338,  135  N.  W.  848;  President,  etc.,  v. 
Southern  Wis.  Power  Co.,  149  Wis.  168,  135  N.  W.  499;  United 
Fuel  Gas  Co.  v.  Public  Service  Commission,  73  W.  Va.  571,  80 
S.  E.  932.     .     .     . 

"The  reason  for  this  rule  is,  that  if  contracts  valid  when  made, 
covering  a  subject  matter  within  the  police  power,  are  not  subject 
to  the  subsequent  exercise  of  that  power  on  the  part  of  the  state, 
it  would  place  in  the  hands  of  individuals  the  power  to  withdraw 
from  the  state  the  right  to  subsequeiitly  exercise  its  police  power.    .    . 

"There  is  nothing  in  the  Public  Service  Commission  Law  which 
prevents  the  commission  from  directing  that  a  rate  contract  be 
terminated,  even  though  such  contract  when  made  was  valid, 
when  the  performance  of  the  contract  results  in  discriminatory 
rates.     .     .     . 

"When  the  statute  took  effect,  it  did  not  ipso  facto  terminate  the 
contract  involved  in  this  action  which  had  previously  been  entered 
into,  but  it  conferred  power  upon  the  commission  to  direct  the 
termination  of  this  and  other  like  contracts." 

240 — Commission  Procedure. 

It  was  urged  that  the  Commission  was  without  power  to  terminate  the 
contract  without  first  giving  notice  and  an  opportunity  for  a  hearing 
on  the  part  of  the  lumber  company.     The  court  says: 

"This  position,  however,  overlooks  the  fact  that  the  commission 
did  not  terminate  the  contract;  but  as  authorized  under  Section  34 
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of  the  statute,  ordered  that  the  water  company  should  terminate  it. 
In  obedience  to  this  order  that  company  might  have  proceeded  in 
one  of  two  ways,  either  by  bringing  an  action  against  the  lumber 
company  seeking  the  cancellation  of  the  contract,  or  by  serving 
notice  that  water  would  no  longer  be  furnished  under  the  contract 
rate,  but  would  be  charged  for  at  the  tariff  rate.  The  water  company 
pursued  the  latter  course.  The  lumber  company  then  had  a  right, 
which  it  exercised,  to  bring  an  action  for  the  purpose  of  testing  the 
validity  of  the  contract.  In  this  action  issues  were  framed  and  the 
cause  was  tried  and  a  full  hearing  afforded.  This  is  due  process.  The 
commission  was  not  required,  when  it  appeared  during  its  investi- 
gation as  to  the  rates  being  charged  by  the  water  company  and 
the  services  being  rendered  by  it,  that  the  company  was  furnishing 
water  under  contract  which  resulted  in  discrimination,  to  give 
notice  to  the  holder  of  the  contract  before  it  could  direct  the  water 
company  to  charge  all  consumers  at  the  tariff  rate.  There  is  no 
provision  in  the  law  requiring  such  notice." 

REFERENCES 

INVESTMENT  AND  RETURN 

310— Valuation. 

Bases  of  Valuation  in  the  Control  of  Return  on  Public  Utility 
Investments,  by  John  Bauer.  The  American  Economic  Review. 
September  1916,  p.  568.     21  pages. 

The  writer  attempts  in  this  article  to  clear  up  the  present  confusion  on  the  question 
of  what  constitutes  a  fair  value  in  rate  regulation.  Much  of  the  confusion  is  due 
to  a  lack  of  clear  distinction  between  the  different  bases  of  calculation  that  might 
be  or  have  been  used.  The  writer  classifies  the  different  bases  of  valuation  under 
two  general  classes:  I.  Investors'  sacrifice  concepts,  and  II.  property  appraisal 
concepts.  Under  investors'  sacrifice  concepts  are  the  following  classes:  (1)  Cash 
or  equivalent  put  into  the  business  through  the  issue  of  securities.  This  is  the 
primary  sacrifice.  (2)  The  same  as  1,  plus  the  amount  of  earnings  reinvested. 
This  may  be  called  the  direct  sacrifice.  (3)  The  same  as  2,  with  additions  or 
subtractions  on  account  of  past  excess  or  deficiency  in  return  to  investors.  The 
best  measure,  in  the  writer's  opinion,  is  the  primary  sacrifice  plus  accumulated 
deficiency  in  return  or  minus  accumulated  excess.  This  is  the  net  total  sacrifice. 
Under  appraisal  concepts  are  classified  the  following:  (1)  The  existing  property 
in  service  at  present  prices  of  materials  and  labor — gross  reproduction  cost.  (2) 
The  same  as  1,  with  deduction  for  depreciation,  taking  account  of  the  physical  state 
of  the  property — net  reproduction  cost.  (3)  The  existing  property  appraised 
at  prices  paid  at  the  time  of  installation  of  the  different  units.  This  is  usually 
termed  actual  cost,  but  may  be  distinctively  called  gross  installation  cost.  (4) 
The  same  as  3,  with  deduction  for  depreciation,  termed  net  installation  cost. 
Each  one  of  the  above  bases  of  calculation  the  writer  defines  in  greater  detail  and 
discusses  its  suitableness  for  rate  regulation  and  the  control  of  return  on  invest- 
ment. 

The  writer  asks  if  the  time  has  not  come  for  making  a  definite  selection,  through 
legislative  action,  of  a  clear  single  basis  of  valuation  to  be  applied  to  all  cases 
involving  the  control  of  return  on  public  utility  investment.  The  basis  selected 
should  be  judged  principally  by  the  following  five  standards:  (1)  It  should  be 
definite  and  clear,  so  that  it  can  be  easily  understood;  (2)  it  should  be  simple, 
so  that  it  can  be  readily  applied;  (3)  it  should  not  break  violently  with  present 
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legal  standards,  although  these  are  unsettled  and  the  mle  itself  is  to  be  adopted 
to  clear  up  present  uncertainty;  (4)  it  should  have  regard  for  what  the  investors 
reasonably  expected  when  they  put  their  capital  into  the  business;  (5)  it  should 
not  sacrifice  the  general  welfare  through  narrow  regard  for  individual  justice  or 
claims.     The  writer  says: 

"If  we  attempt  to  determine  the  valuation  in  each  case  according  to  the  par- 
ticular circumstances,  having  fine  regard  for  individual  claims,  we  shall  render 
regulation  impracticable  and  defeat  the  broader  claims  of  justice.  The  com- 
missions would  be  overwhelmed  with  the  details  of  individ\ial  cases,  as  they 
now  are,  and  regulation  would  never  be  anything  but  a  spasmodic  and  indefinite 
procedure.  The  terms  governing  the  use  of  private  capital  in  the  public  ser- 
vice should  be  clearly  defined,  so  that  investors  as  well  as  the  public  may  know 
where  they  stand.     .     .     . 

"In  conclusion,  it  should  be  urged  again  that  a  clear  single  standard  of  valua- 
tion be  adopted.  If  an  appraisal  method  is  selected,  then  either  no  deduction 
should  be  made  for  depreciation  or  it  should  be  made  throughout,  what- 
ever the  history  of  the  company  as  to  returns  or  operating  and  accounting 
practice.  If  we  wish  really  to  control  the  return  on  investment,  we  must  adopt 
simple,  clear,  workable  methods.  We  should  be  just  to  investors,  but,  as 
urged  repeatedly  in  this  paper,  we  should  not  defeat  the  social  purpose  of  regu- 
lation by  too  narrow  regard  for  individual  justice.  All  we  can  reasonably 
exjieet,  if  we  wish  to  clear  up  the  present  confused  situation,  is  to  provide  sub- 
stantial justice  in  respect  to  past  investment.  As  to  the  future,  we  should 
formulate  clear  and  definite  rules,  so  that  investors  may  know  exactly  the 
terms  at  which  they  put  their  capital  to  the  public  service,  and  so  that  we  may 
regulate  the  whole  matter  of  return  by  means  of  accounting  control." 

PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

New  Jersey  Board  of  Public  Utility  Commissioners,  Sixth  Annual 
Report.     405  pages. 

The  New  Jersey  Board  of  Public  Utility  Commissioners  has  issued  its  report  for 
the  year  ending  December  31,  1915.  The  report  contains  a  summary  of  the  work 
of  the  Commission  for  the  year,  including  abstracts  of  the  decisions  issued  during 
the  year.  Reports  are  given  of  the  work  of  the  Commission's  stafT  on  inspections 
of  street  railways,  gas,  electric,  and  water  utilities.  In  conducting  this  work  of 
inspection,  tests  are  made  to  determine  whether  the  service  and  facilities  are  in 
accordance  with  the  standards  of  service  prescribed  by  the  Commission,  and  the 
reports  also  contain  suggestions  for  the  improvement  of  the  company's  plant  and 
of  the  service  rendered.  In  these  reports  instances  are  found  where  the  geixeral 
standards  have  been  modified  and  applied  to  the  individual  companies  according 
to  the  local  conditions  and  the  financial  status  of  the  company. 

New  Jersey  Bo.\rd  of  Public  Utility  Commissioners,  Statistics  of 
Public  Utilities  For  the  Year  1914.     352  pages. 

The  Board  has  published  in  a  separate  volume  statistics  giving  gross  and  net 
returns,  capitalization  and  other  information  with  respect  to  the  companies 
subject  to  its  jurisdiction.  This  volume,  which  is  the  fourth  to  be  published  by 
the  Board,  was  compiled  from  the  annual  reports  for  the  year  ending  December 
31,  1914. 

980— Public  Relations. 

How  to  Lower  Rates.  Editorial.  Electrical  World.  September  9, 
1916,  p.  505. 

It  is  pointed  out  that  rate  reductions  voluntarily  made  by  central  stations  may 
greatly  stimulate  the  sale  of  electricity  and  improve  the  relation  between  the 
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companj^  and  the  public.  However,  there  will  be  found  some  cases  in  which  poli- 
ticians are  to  be  dealt  with  who  will  be  dissatisfied  if  they  are  not  allowed  to  stage 
a  case  in  which  they  grasp  concessions  for  the  people  from  a  writhing  monopoly. 
The  policy  regarding  rate  reductions  must  be  determined  according  to  the  facts 
in  each  commimity. 


MUNICIPALITIES 

830— Public  Operation. 

The  Cleveland  Municipal  Plant.  Editorial.  Power,  September 
12,  1916.     p.  389. 

The  editorial  discredits  certain  statements  in  Public  Service  in  which  it  was  claimed 
that  the  Cleveland  municipal  plant  is  a  complete  failure.  From  an  investigation 
made  by  a  representative  from  Power,  the  municipal  plant  is  found  to  be  operating 
at  a  profit,  with  conditions  improving. 


COURT  DECISION  REFERENCES 

820— State  Regulation  of  Muncipal  Utilities. 

Public  Service  Commission  of  Montana  v.  City  of  Helena,  et  al. 
Decision  of  the  Supreme  Court  of  Montana,  July  17,  1916.  159 
Pacific  24. 

The  City  of  Helena  declined  to  submit  to  the  supervision  of  the  Commission  over 
its  water  system  and  the  controversy  was  carried  to  the  Court.  From  a  decision 
in  favor  of  the  City,  the  Commission  carried  an  appeal  to  the  Supreme  Court  of 
the  State.     The  Supreme  Court  reverses  the  decision  of  the  lower  court. 

The  constitution  of  the  State  of  Montana  limits  the  mdebtedness  which  a  city 
may  contract  to  3  per  cent  of  the  value  of  the  taxable  property  therein  (Section  6, 
Article  13),  but  provides  that  the  Legislature  may  authorize  an  increase  over 
that  limit  "when  such  increase  is  necessary  to  contruct  a  sewerage  system  or  to 
procure  a  supply  of  water  for  such  mimicipality  which  shall  own  and  control  said 
water  supply  and  devote  the  revenues  derived  therefrom  to  the  payment  of  the 
debt."  By  subdivision  64,  Section  3250,  Revised  Codes,  the  Legislature  made 
available  this  extraordinary  privilege,  and  the  City  of  Helena,  already  indebted 
to  the  full  extent  of  the  3  per  cent  limit,  issued  its  bonds  to  the  amount  of  $400,000, 
and  from  the  proceeds  purchased  its  present  water  system. 

The  City  based  its  contention  that  it  was  exempt  from  regulation  by  the  State 
Commission  on  the  groimd  that,  having  acquired  its  water  supply  by  extending 
its  indebtedness  beyond  the  3  per  cent,  limit  as  authorized  by  the  Constitution 
and  statutes,  it  is  thereby  enjoined  "to  own  and  control"  such  water  supply; 
and,  since  this  language  of  the  Constitution  is  mandatory  and  prohibitory,  it 
must  be  held  to  mean  exclusive  ownership  and  exclusive  control,  and  therefore, 
the  city  could  not,  if  it  would  admit  of  any  interference  with  its  water  supply 
by  any  one  else. 

The  Court  finds  that  the  language  of  the  statute  relied  upon  by  the  City  in  its 
contention  is  not  susceptible  of  the  interpretation  urged  by  the  City,  and  it  is 
pointed  out  that  if  the  City's  contention  were  sustained  the  city  whose  business 
management  has  resulted  in  a  burden  of  debt,  would  be  in  a  more  favored  position 
than  the  prudent  and  provident  city,  which  purchases  its  water  plant  and  keeps 
within  the  3  per  cent  limit. 
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COMMISSION  DECISIONS 
INDIANA 

500 — Rate  Practice. 

NoBLESViLLE  Heat  Light  AND  PowER  CoMPANY,  Application  to  In- 
crease Minimum  Charge  to  Rural  Customers  and  to  Make  Certain 
Other  Changes  in  the  Company's  Electric  Rate  Schedules.  Decision 
of  the  Indiana  Public  Service  Commission,  Granting  the  Application 
August  7,  1916. 

540 — Minimum  Charge. 

The  petitioner  asked  for  authority  to  increase  the  minimum  charge  for 
rural  customers  from  fifty  cents  to  one  dollar  per  month.  The  Com- 
mission says: 

"The  proof  is  not  satisfactory  as  establishing  just  what  is  a  reason- 
able minimum  charge  on  country  lines.  It  is  manifestly  more  than 
it  should  be  on  city  lines.  The  expense  of  reading  meters  and  collect- 
ing bills  is  greater  in  the  country  than  in  the  city.  In  the  country 
the  fact  is  that  not  more  than  two  or  three,  and  frequently  not  more 
than  one  custoner,  can  be  served  through  the  same  transformer 
which  materially  increases  fixed  charges  and  operating  expenses  per 
customer.  In  this  case  the  charges  for  current  consumed  is  the 
same  in  the  country  district  as  in  the  cities  and  towns  served  by  the 
petitioner.  In  view  of  these  facts  we  regard  a  minimum  charge  of 
one  dollar  per  month  per  meter  in  country  districts  as  reasonable." 

500 — Rate  Practice. 

The  petitioner  also  asked  for  authority  to  put  in  effect  other  rules  and 
regulations,  and  the  Commission  grants  its  approval  without  discussion 
in  the  decision.     The  rules  and  regulations  are  as  follows: 

"Rule  1.  Definition  of  Customer.  A  single  person,  firm  or  cor- 
poration using  electricity  generated  by  the  company  in  his  house, 
or  in  his  store,  and  his  acljacent  premises,  the  current  being  furnished 
thru  one  transformer  and  measured  by  one  meter. 

Editorial  Note. — All  indented  matter  is  direct  quotation. 
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''Rule  2.  Definition  of  Customer.  All  customers  living  without 
the  corporate  limits  of  a  city  or  town  and  to  whose  premises  the  com- 
pany owns  or  shall  own  an  electrical  distribution  system  shall  be 
classified  as  Rural  Customers. 

"Rule  3.  Disconnection  of  Service.  The  company  shall  have  the 
right  to   discontinue  service. 

"A.     When  in  the  opinion  of  the  company  the  apparatus  or 

equipment  of  the  customer  is  or  is  liable  to  become  dangerous 

to  persons  or  property. 
"B.     When  the  customer  has  failed  to  pay  for  service  rendered 

on  or  before  the  twentieth  of  the  following  month, 
"Rule  4.     Discount.     A  discount  of  5%  shall  be  allowed  to  Rural 
Customers  if  payment  is  made  on  or  before  the  10th  of  the  following 
calendar  month,  but  in  no  case  shall  the  minimum  bill  be  less  than 
the  monthly  minimum  established  for  that  class  of  service. 

"Rule  5.  Meter  Deposit  Applying  to  all  Customers.  The  com- 
pany may  require  a  deposit  or  solvent  guaranty  from  each  patron 
on  metered  service  whenever,  after  a  prudent  investigation,  it  shall 
reasonably  believe  that  such  deposit  or  guaranty  is  necessary  to 
prevent  loss  or  non-payment  of  bills  by  a  patron.  A  deposit  or 
guaranty  shall  not  be  required  under  any  other  condition.  Such 
deposit  or  guaranty  shall  be  50%  greater  than  the  estimated  amount 
of  such  patron's  bill  for  one  month.  When  either  a  deposit  or 
guaranty  is  required  mider  this  rule,  the  patron  shall  have  the  right 
to  determine  whether  he  will  make  a  deposit  or  furnish  a  solvent 
guaranty.  In  the  application  of  this  Rule  the  company  shall  act 
without  discrimination  between  its  patrons.  Interest  at  the  rate 
of  4  per  cent  per  annum  payable  annually,  shall  be  paid  on  all  de- 
posits that  remain  with  the  company  six  months  or  more.  Should 
depositor  cease  to  be  a  patron,  the  company  shall  immediately  re- 
fund the  deposit  less  any  unpaid  bills." 

"Rule  6.  Re-connections  applying  to  all  customers.  If  a  customer 
shall  be  disconnected  under  Rule  3-B,  than  the  company  shall  be 
entitled  to  collect  SI. 00  in  advance  for  the  expense  of  reconnecting 
said  customer  should  said  customer  desire  to  be  re-connected. 

"Rule  7.  The  building  of  rural  lines  shall  be  optional  with  the 
{;ompany. 

"Rule  8.  Existing  contracts  shall  be  in  force  until  their  expiration. 
If  any  money  is  still  due  the  Rural  Customer  on  refunds  from  the 
company,  to  be  paid  in  service,  then  this  credit  shall  apply  on  the 
new  contract  or  be  returned  in  cash  should  the  customer  elect  to 
discontinue  the  service." 

720— Rate  Schedules. 

In  addition  to  changing  the  minimum  charge  the  advance  payment 
required  in  the  case  of  construction  of  a  new  line  to  rural  customers 
is  increased  from  $62.50  to  $75,  and  a  prompt  payment  discount  pro- 
vision is  added  to  the  rate  schedule. 
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The  new  rates  for  rural  service,  made  effective  on  and  after  September 
1,  1916,  are  as  follows: 

CONSTRUCTION  OF  NEW  RURAL  LINE. 

Advance  Payment. 

Advance  payment  of  $75  to  be  refunded  in  service. 

Rate. 

10  cents  per  kilowatt  hour  for  the  first  25  kilowatt  hours  consumed  per  month. 
8  cents  per  kilowatt  hour  for  the  next  25  kilowatt  hours  consumed  per  month. 
6  cents  per  kilowatt  hour  for  all  excess  consumed  per  month. 

Prompt  Payment  Discount. 

A  discount  of  5%  shall  be  allowed  to  Rural  Customers  if  payment  is  made  on 
or  befoi'e  the  10th  of  the  following  calendar  month,  but  in  no  case  shall  the 
minimum  bill  be  less  than  the  monthly  minimum  established  for  that  class 
of  service. 

Minimum  Charge. 

$1.00  per  month. 

RATES  ON  EXISTING  LINES. 

To  be  in  force  after  expiration  of  construction  contract. 

Rate. 

(Omitting  the  advance  payment  provision,  the  Rate,  Prompt  Payment  Discoimt, 
and  Minimum  Charge  are  the  same  as  in  the  above  schedule  for  customers  on 
new  lines.) 

INDIANA 

300 — Investment  and  Return. 

Richmond  Light,  Heat  and  Power  Company,  Application  For  Au- 
thority to  Revise  Gas  Rates.  Decision  of  the  Indiana  Public  Service 
Commission,  Ordering'  an  Increase  in  Rates.     September  9,  1916. 

Upon  an  application  of  the  company  for  an  increase  in  its  gas  rates, 
the  Commission  made  a  valuation  of  the  gas  properties  of  the  Richmond 
Light,  Heat  and  Power  Company,  and  from  an  investigation  of  the 
revenues  and  expenses  it  appeared  that  the  Company  is  not  earning 
and,  during  most  of  the  period  of  operation,  has  not  earned,  a  fair 
return  on  its  investment. 

The  petitioner,  manufacturing  and  distributing  artificial  gas  in  the 
city  of  Richmond,  was,  prior  to  1910,  in  competition  with  natural  gas 
distributed  by  the  Richmond  Natural  Gas  Company.  The  supply  of 
natural  gas  was  exhausted,  and  from  1910  to  July,  1913,  the  petitioner 
was  without  natural  gas  competition.  In  1913,  the  Allegheny  Gas 
Company  proposed  to  furnish  natural  gas  service  in  Richmond,  and  to 
prevent  competition  the  petitioner  bought  out  this  company  and  began 
the  furnishing  of  natural  gas  through  its  distribution  system.     Except 
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for  the  period  from  1910  to  1913,  when  it  was  free  from  natural  gas 
competition,  the  company  has  failed  to  earn  an  adequate  return. 

315.1— Going  Value. 

The  Commission  says: 

"The  history  of  this  plant  shows  that  its  unfortunate  career  is  due  in 
part,  at  least,  to  conditions  over  which  it  had  no  control.  It  may 
have  sinned  grievously,  but  its  sinning  did  not  produce  natural  gas. 
Natural  gas  has  been  the  millstone  about  the  neck  of  this  utility. 
It  has  had  losses  practically  throughout  its  entire  career  that  have 
never  been  compensated  by  excessive  earnings.  It  is  entitled, 
under  any  theory  of  the  law,  to  an  allowance  for  going  value.  This 
we  have  iixed  at  $35,000."  \ 

318— Working  Capital. 

'Tt  is  also  entitled  to  working  capital.  Woricing  capital,  above 
material  and  supplies,  is  capable  of  an  approximate  determination. 
It  ought  to  be  allowed  a  working  capital  above  material  and  supplies 
of  about  six  weeks  of  its  operating  expenses  for  the  year.  We  think 
$10,000  would  be  a  reasonable  allowance  for  working  capital." 

312 — Inventory. 

While  the  company  is  now  supplying  natural  gas,  it  has  maintained  its 
manufacturing  plant  in  condition  for  use  in  case  the  supply  of  natural 
gas  is  exhausted  or  becomes  insufficient  to  meet  the  demands.  This 
property,  the  commission  includes  in  its  value  of  the  property  used  and 
useful.  (See  the  statement  below  in  the  part  quoted  under  Rate  of 
Return) . 

340 — Rate  of  Return. 

Assuming  that  the  value  of  the  property  is  $300,000,  a  figure  below  that 
found  })y  the  city's  representative,  and  allowing  but  2%  for  depreciation, 
the  Conmiission  finds  that  this  would  leave  the  company  a  return  of 
only  1§  per  cent.     The  Commission  says: 

"This  rate  of  return  is  confiscatory,  and  if  continued,  must  result 
in  a  refusal  of  investors  to  put  more  money  into  this  utility.  The 
rights  of  the  people  are  not  affected  by  over  capitalization,  unless 
it  reaches  a  point  where  the  fixed  charges  are  such  as  to  break  down 
the  service.  The  capitalization  is  given  but  little  consideration  in 
determining  the  fair  value  of  the  property. 

"Natural  gas  has  been  a  continued  menace  and  a  destructive  com- 
petitor of  this  property,  from  1899  to  this  date,  except  for  the  years 
1910,  1911,  1912  and  1913.  When  natural  gas  had,  as  a  witness 
says,  again  knocked  at  the  city's  gates,  there  was  nothing  to  do  but 
bid  it  enter.  How  long  it  will  remain  is  not  capable  of  definite 
determination.  When  it  was  found  in  Indiana  in  abundance,  our 
people  believed  the  supply  was  both  constant  and  unfailing.  Its 
subsequent  behavior  defied  scientific  prognostications.  It  vanished 
as    it    came,    literally    unheralded    and    unannounced.     The    West 
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Virginia  supply  is  being  no  doubt  more  intelligently  husbanded. 
Yet,  no  man  can  forcast  the  time  of  its  duration. 

"Those  who  have  money  invested  in  a  utility  ought  not  to  be  required 
to  carry  the  entire  hazzard  of  an  investment,  that  from  time  to  time 
may  be  impaired  as  science  unlocks  the  storehouse  of  nature.  If 
this  plant  had  been  owaied  by  the  municipality  the  public's  invest- 
ment would  have  suffered  the  same  distress  as  has  the  investment  of 
the  private  citizens  in  this  utility.  If  it  had  been  built  with  the 
proceeds  of  the  sale  of  bonds,  the  bonds  would  have  been  there  and 
the  city's  credit  would  have  been  behind  them. 

"In  any  event,  whether  this  reasoning  be  correct  or  otherwise,  we 
are  not  disposed  to  throw  all  the  loss  arising  from  the  situation  on 
the  investors.  The  producing  plant  of  the  petitioner  may  be  called 
into  active  service  at  any  time.  We  have  determined  to  regard  it 
as  a  part  of  the  property  upon  which  the  Company  is  entitled  to  a 
fair  return." 

In  conclusion,  and  referring  to  the  rates  ordered  put  in  effect  the  Com- 
mission says: 

"What  the  rates  will  yield  is  in  a  measure  problematical,  but  we  do 
not  believe  the  earnings  of  these  rates  will  be  equal  to  the  required 
revenues.  However,  the  community  is  under  no  obligation  to  furnish 
required  revenues,  if  this  can  be  done  only  by  a  rate  that  is  unfair  to 
the  people." 

720— Rate  Schedules. 

The  rates  in  effect  for  gas  service  were  as  follows: 

Rate. 

40  cents  per  thousand  cubic  feet  for  the  first  5,000  cubic  feet. 
35  cents  per  thousand  cubic  feet  for  the  next  95,000  cubic  feet. 
30  cents  per  thousand  cubic  feet  for  all  excess  use. 

Minimum  Charge. 

50  cents  per  month. 

The  following  are  the  rates  prescribed  by  the  Commission : 

Rate. 

SO  cents  gross,  or  70  cents  net  per  thousand  cubic  feet  for  the  first  1000  cubic  feet . 
70  cents  gross,  or  60  cents  net  per  thousand  cubic  feet  for  the  next  1000  cubic  feet. 
65  cents  gross,  or  55  cents  net  per  thousand  cubic  feet  for  the  next  1000  cul)ic  feet. 
60  cents  gross,  or  50  cents  net  per  thousand  cubic  feet  for  the  next  1000  cubic  feet. 
50  cents  gross,  or  40  cents  net  per  thousand  cubic  feet  for  the  next  1000  cubic  feet. 
45  cents  gross,  or  35  cents  net  per  thousand  cubic  feet  for  the  next  5000  cubic  feet. 
30  cents  gross,  or  30  cents  net  per  thousand  cubic  feet  for  all  excess. 

Prompt  Payment  Discoimt. 

Net  rates  will  be  allowed  onK'-  upon  payment  of  monthly  bill  within  ten  days 
from  date  of  bill. 

Minimum  Charge. 

80  cents  gross,  or  70  cents  net,  per  meter  per  month. 
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ILLINOIS 


600 — Rate  Differentials. 


Central  Illinois  Utilities  Company,  Complaint  of  Power  Customer 
Alleging  Discrimination  as  Between  Rates  for  Power  and  Rates  for 
Heating  and  Cooking.  Decision  of  the  Illinois  Public  Utilities 
Commission,  Dismissing  the  Complaint.     July  24,  1916. 

A  power  customer  filed  a  complaint  with  the  Commission  alleging 
that  the  rates  charged  in  Paxton  by  the  Central  Illinois  Utilities  Com- 
pany discriminated  in  favor  of  heating  and  cooking  service  as  com- 
pared with  power  service.  The  rates  for  the  two  classes  of  service, 
as  given  in  the  decisions,  are  as  follows: 

612— Power. 

RATES  FOR  POWER  SERVICE  AS  CALLED  FOR  IN  FRANCHISE. 

Rate: 

8  cents  per  kilowatt-hour  for  the  first     100  kilowatt-hours  per  month. 

6  cents  per  kilowatt-hour  for  the  next     500  kilowatt-hours  per  month. 

4  cents  per  kilowatt-hour  for  the  next  1,000  kilowatt-hours  per  month. 
3|  cents  per  kilowatt-hour  for  all  excess  use. 

Minimum  Charge: 

$1  per  month  per  meter. 

SCHEDULE  "D"   (POWER). 
Rate: 

9  cents  per  kilowatt-hour  for  the  first  "  100  kilowatt-hours  per  month. 

7  cents  per  kilowatt-hour  for  the  next     500  kilowatt-hours  per  month. 

5  cents  per  kilowatt-hour  for  the  next  1,000  kilowatt-hours  per  month. 
3|  cents  per  kilowatt-hour  for  all  excess  use. 

Prompt  Paym.ent  Discount. 

I  cent  discount  per  kilowatt-hour,  if  bills  are  paid  within  10  days  after  bill  is 
rendered. 

Minimum  Charge. 

50  cents  per  month  per  horse-power  of  rated  capacity  of  motor  or  motors  con- 
nected. 

SCHEDULE  "E"  (POWER). 
Rate: 

II  cents  per  kilowatt-hour  for  the^first  30  hours'  use  per  month  of  the  maximum 
demand. 

6  cents  per  kilowatt-hour  for  the  next  30  hours'  use  per  month  of  the  maximum 
demand. 

4  cents  per  kilowatt-hour  for  all  current  consumed  over  60  hours'  use  of  the 
maximum  demand. 

Determination  of  Maximum  Demand. 

Maximum  demand  based  on  actual  test  from  time  to  time  or  on  rating  of  motors 
as  follows: 
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Where  installations  are  under  10   horsepower  and  only  one  motor  is  used,  85 

per  cent  of  rating. 

Where  installations  are  imdcr  10  horsepower  and  more  than    one    motor  is 

used,  75  per  cent  of  rating. 

Where  installations  are  from  10  to  50  horsepower  both  inclusive  (irrespective 

of  number  of  motors),  65  per  cent  of  rating. 

Where  installations  are  over  50  horsepower  (irrespective  of  number  of  motors), 

55  per  cent  of  rating. 

Prompt  Payment  Discount. 

1  cent  discoimt  per  kilowatt-hour,  if  bills  are  paid  within  10  days  after  bill  is 
rendered. 

Quantity  Discounts. 

Whenever  the  portion  of  any  monthly  bill  for  electricity  represented  by 
charges  at  the  6  cent  rate,  or  at  the  6  and  4  cent  rates,  shall  (after  deducting 
the  discount  for  prompt  payment)  exceed  $45,  a  discount  will  be  allowed  from 
such  portion  in  accordance  with  the  following  table : 

■  When  such  portion  is  $     45.00 No  discount. 

When  such  portion  is        50.00 10  per  cent  discount. 

When  such  portion  is      100.00 15  per  cent  discoimt. 

When  such  portion  is      150.00 20  per  cent  discoimt. 

When  such  portion  is      200.00 25  per  cent  discount. 

When  such  portion  is      300.00 30  per  cent  discount. 

When  such  portion  is      400.00 35  per  cent  discount. 

When  such  portion  is      500.00 40  per  cent  discount. 

When  such  portion  is      750.00 45  per  cent  discount. 

When  such  portion  is  1,000.00 50  per  cent  discount. 

Intermediate  discoimts  will  be  determined  by  interpolation. 

Minimum  Charge. 

50  cents  per  month  per  horsepower  of  rated  capacity  of  motor  or  motors  con- 
nected. 

SCHEDULE  "F"   (WHOLESALE  LIGHT  AND  POWER). 

Rate. 

Demand  Charge. 

$2.20  per  month  per  kilowatt  of  the  consumer's  maximum  demand  up  to 
and  including  50  kilowatts. 

$2.00  per  month  per  kilowatt  of  the  consumer's  maximum  demand  over 
50  kilowatts. 

Energy  Charge. 

5      cents  per  kilowatt-hour  for  the  first  1,000  kilowatt-hours'  consumption 

per  month. 
3     cents  per  kilowatt-hour  for  the  next  4,000  kilowatt-hours'  consumption 

per  month. 
1.1  cent  per  kilowatt-hour  for  the  next  25,000  kilowatt-hours  consumption 

per  month. 
.9  cent  per  kilowatt-hour  for  the  next  70,000  kilowatt-hours'  consumption 

per  month. 
.65  cent  per  kilowatt-hour  for  all  over  100,000  kilowatt-hours'  consumption 

per  month. 

614 — Heating  and  Cooking. 

ELECTRIC  HEATING  AND  COOKING  SERVICE. 

Available  for  all  customers  using  the  company's  standard  service  for  electric 
ranges,  cookers,  toasters,  broilers, j^ovens,  kettles  or  other  electrical  kitchen 
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utensils,  flatirons,  hot  water  heaters,  kiminous  heaters  and  other  general 
heating  appliances,  provided  that  the  customer  shall  fm-nish  a  special  circuit 
entirely  separate  from  any  lighting  or  power  circuit  and  shall  have  an  aggre- 
gate connected  load  of  not  less  than  two  kilowatts. 

Rate. 

IO5  cents  per  kilowatt-hour  for  the  first  10  kilowatt-hours  used  per  month. 
3  cents  per  kilowatt-hour  for  all  excess  use. 

Prompt  Pa3niient  Discount. 

When  bills  are  paid  on  or  before  the  10th  day  of  the  succeeding  month,  ^  cent 
per  kilowatt-hour. 

Minimum  Charge. 

$24  per  year  on  installations  up  to  and  including  6,000  watts  of  aggregate  con- 
nected load. 

$4  per  year  for  each  additional  1,000  watts  or  fraction  thereof  of  the  aggregate 
connected  load. 

The  Commission  discusses  at  length  the  characteristics  of  the  two 
classes  of  service,  to  determine  whether  or  not  there  is  a  basis  for  the 
difference  in  rates  for  the  two  classes  of  service  in  favor  of  the  heating 
and  cooking  service. 

621.1— Load  Factor. 

In  comparing  the  two  classes  of  service  the  Commission  points  out 
that  the  load  of  the  power  consumer  occurs  at  the  time  of  the  daily 
station  peak,  "thus  necessitating  for  their  service  a  large  amount  of 
prime  investment,  that  is,  investment  in  station  apparatus  which,  in 
addition  to  the  portion  of  the  distributuion  system  above  set  forth, 
would  not  be  necessary  were  it  not  for  the  service  of  this  particular 
consumer." 

"Witnesses  for  the  respondent  testified  that  the  character  of  electric 
heating  and  cooking  service  in  Paxton  is  such  that  the  load  of  this 
service  does  not  occur  at  the  time  of  either  the  daily  or  yearly  station 
peak,  and  that  extensions  to  the  distribution  system  for  purposes 
of  rendering  cooking  service  are  very  minor.  It  is  natural  that  the 
maximum  demand  of  a  load  of  this  nature  would  occur  at  the  time 
when  the  heaviest  meal  is  being  prepared,  and,  in  cities  of  this  size, 
it  would  be  expected  that  this  peak  would  occur  just  prior  to  the 
noon  hour,  so  it  is  apparent  from  the  standpoint  of  the  utility  that 
the  heating  and  cooking  load  is  much  more  desirable  in  character, 
and  can  be  rendered  at  a  less  actual  cost  per  kilowatt-hour  than  a 
power  load  similar  to  that  of  Messrs.  Risser  and  Rollins  [Com- 
plainant]. 

"It  was  further  brought  out  that  it  is  the  custom  of  heating  and 
cooking  consumers  in  cities  of  this  size  to  use  the  service  principally 
during  the  summer  months  since,  during  the  winter  months,  there 
are  available  other  means  of  cooking  which  appear  to  them  more 
desirable.  Consequently,  if  this  service  is  considered  as  a  whole, 
the  principal  load  would  be  given  to  the  company  during  the  summer 
months  when  the  requirements  for  general  lighting  service  are  least, 
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which  would,  of  course,  be  an  added  material  advantage  to  the 
company. 

"The  principal  reasons  advanced  by  the  respondent  to  justify  the 
heating  and  cooking  rate  herein  considered  may  be  analyzed  as 
follows : 

620— Factors  AfEecting  Rates. 

"First — The  heating  and  cooking  load  in  the  city  of  Paxton  does  not 
occur  at  the  time  of  either  the  daily  or  yearly  station  peak,  which 
presents  advantages  to  the  company,  in  that  it  is  better  enabled  to 
utilize  to  advantage  its  investment  in  generating  capacity. 

"Second — Since  a  large  portion  of  the  company's  investment  is 
represented  by  distribution  circuits  serving  residence  consumers, 
and,  since  with  only  a  lighting  load  being  handled  from  these  distri- 
bution circuits,  the  same  are  unused  for  a  large  portion  of  the  day, 
a  service  such  as  the  heating  and  cooking  service  herein  considered, 
which  furnishes  a  load  for  these  residential  distribution  circuits 
during  the  daytime,  enables  the  company  to  utilize  to  advantage 
an  investment  which  would  otherwise  lie  dormant  during  eighteen 
or  twenty  hours  of  every  day. 

"Third — Customers  for  the  heating  and  cooking  service  are  usually 
not  new  customers  of  the  company,  but  are  already  receiving  light- 
ing service,  which  means  that  they  are  already  provided  with  a 
service  connection  and  transformer  which  will  at  least  partially 
satisfy  the  requirements  for  heating  and  cooking  service. 

"Fourth — The  cooking  rate  enforced  by  the  respondent  has  been 
found  by  experience  to  be  as  high  a  rate  as  can  be  secured  for  this 
service  which  is  in  direct  competition  with  other  means  of  cooking, 
such  as  coal,  gas  and  gasoline. 

"Fifth — Particularly  in  the  smaller  communities,  where  little  manu- 
facturing exists,  the  only  hope  which  can  be  seen  for  reducing  the 
rates  for  general  service  lies  in  the  development  of  heating  and  cook- 
ing business  and,  if  this  business  can  be  secured  at  a  rate  sufficient 
to  meet  the  actual  added  expense  which  it  throws  upon  the  utility, 
plus  a  small  margin  of  profit,  the  effect  upon  the  general  business 
of  the  company  will  be  to  enable  it  to  transact  its  business  as  a 
whole  at  a  lower  cost  per  kilowatt-hour,  which  will  naturally  be 
reflected  in  the  rates  for  general  electric  service  tentling  to  effect  a 
reduction  of  the  same. 

450 — Value  of  Service  Theory. 

"In  considerations  of  this  sort  it  must,  of  course,  be  realized  that 
theory  must  in  many  cases  give  way  to  practice.  The  theoretically 
ideal  situation  would  exist  if  each  class  of  service  paid  its  propor- 
tionate share  of  the  cost  of  doing  l:)usiness,  plus  its  proportionate 
share  of  the  profits  to  be  realized  upon  the  investment.  In  many 
cases,  however,  if  this  theory  were  strictly  followed,  the  business 
of  the  company  and  the  actual  best  interests  of  the  consumers  would 
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suffer  materially  in  that  rates  would  be  developed  which  would 
be  so  high  that  they  would  not  attract  the  class  of  business  to  which 
they  are  apphcable. 

614— Heating  and  Cooking. 

''The  issues  raised  in  the  case  under  consideration  and  the  evidence 
and  investigation  made  were  of  necessity  not  broad  enough  to  make 
it  advisable  for  the  Commission  at  this  time  to  make  a  general 
ruling  as  to  the  equity  or  inequity  of  a  general  scheme  of  heating 
and  cooking  rates  which,  obviously,  offers  a  great  advantage  over 
the  other  rates  made  by  the  company.  The  Commission  in  this 
case,  therefore,  is  limiting  itself  strictly  to  a  consideration  of  the 
merits  of  this  particular  case  without  regard  to  the  merits  of  a 
general  schedule  of  rates  which  might  be  effective  throughout  all 
cities  in  the  State  of  Illinois. 

"The  class  of  business  which  these  rates  aim  to  secure  is  a  relatively 
new  class  of  business  for  electric  companies  and  one  which  the 
companies  themselves  are  striving  earnestly  to  develop.  The  Com- 
mission believes  that  before  going  into  this  business  extensively  and 
before  making  large  investments  in  equipment  necessary  to  supply 
this  class  of  business,  and  before  inducing  customers  to  make  a  large 
investment  in  heating  and  cooking  appliances,  that  the  utilities 
should  calmly  review  the  entire  situation  and  determine  whether 
they  are  able  to  justify  the  schedules  of  rates  which  are  proposed. 
The  utilities  can  "not  contend  that  this  is  a  class  of  business  into 
Avhieh  they  have  been  driven  since  they  themselves  are  developing 
it  and  the  Commission  wishes  to  emphasize  that  now  is  the  time 
to  look  at  this  matter  from  all  viewpoints  and  determine  whether 
the  rates  proposed  can  stand  up  under  an  investigation  which  shall 
take  into  consideration,  not  only  the  costs  of  rendering  the  service,, 
but  also  all  other  facts  which  properly  influence  a  schedule  of  rates. 

621.1— Load  Factor. 

"Referring  to  the  particular  case  under  consideration  it  was  argued 
at  considerable  length  that  the  advantages  of  having  the  heating 
and  cooking  service  off-peak  were  very  material.  If  such  is  the 
case,  it  would  appear  that  like  advantages  must  exist  in  the  cases 
of  other  classes  of  service  which  may  be  kept  off  the  station  peak. 
The  Central  Illinois  Utilities  Company  has  on  file  no  schedule  of 
rates  for  power  service  which  may  be  kept  off  the  station  peak  and 
which  could,  obviously,  using  the  arguments  herein  advanced,  be 
rendered  at  less  cost  by  the  utility  than  the  power  service  which  is 
on  the  station  peak.  The  Commission  feels  that  such  power  con- 
sumers as  are  able  to  conform  their  hours  of  use  to  the  hours  when 
their  load  will  be  of  most  advantage  to  the  company,  are  entitled 
to  consideration  for  the  same  reasons  as  are  heating  and  cooking 
customers.  By  this  is  not  meant  that  rates  should  be  made  for- 
off-peak  power  customers  which  will  be  the  same  as  those  for  heating 
and  cooking  customers,  but  we  believe  in  this  case  that  rates  should 
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be  made  for  off-peak  power  service  which  will  take  into  considera- 
tion whatever  advantage  such  service  presents  to  the  Central  Illinois 
Utilities  Company." 

The  Commission's  order  dismisses  the  complaint,  and  requires  the 
company  to  file,  wathin  sixty  days,  a  rate  for  off-peak  power  service 
"which  shall  give  to  the  consumers  who  are  able  to  comply  with  its 
conditions  the  advantage  which  they  should  receive,,  taking  all  features 
of  the  case  into  consideration." 


ILLINOIS 

513.9— Step  Meter  Rate. 

Danville  Street  Railway  and  Light  Company,  Application  for 
Approval  of  Proposed  Rates  for  Electric  Service.  Decision  of  the 
Illinois  Public  Utilities  Commission,  Granting  Authority  to  Put 
the  Rates  Temporarily  in  Effect  Pending  Final  Determination  by  the 
Commission.     July  24,  1916. 

The  Company  filed  with  the  Commission  rates  for  electric  service  in  the 
City  of  Danville  and  Village  of  Tipton.  The  Commission  points  out 
that  certain  of  the  proposed  schedules  have  discriminatory  step  rates, 
discriminatory  step-rate  load  factor  discounts,  and  a  discriminatory 
step-feature  in  the  method  of  determining  the  maximum  demand. 
Pending  a  hearing  and  final  determination  regarding  the  propriety 
of  the  proposed  rates,  the  company  is  authorized  to  make  the  rates 
temporarily  effective. 

MAINE 

226.2 — Extension  of  Service. 

Moore  v.  Pavilion  Natural  Gas  Company,  Petition  for  Extension  of 
Gas  Main.  Decision  of  the  New  York  Public  Service  Commission 
(2  D),  Ordering  that  the  Extension  be  Made  and  Prescribing  Conditions. 
June  26,  1916. 

The  Transportation  Corporations  Law  of  New  York  (Section  62), 
provides  that  gas  must  be  furnished  and  mains  extended  to  premises 
within  one  hundred  feet  of  an  existing  main.  The  Commission  holds 
that  for  extensions  of  not  over  one  hundred  feet  it  has  the  power  to 
require  gas  companies  to  comply  with  this  law  without  considering 
the  reasonableness  of  the  requirement.  The  Commission  has  power 
under  the  Public  Service  Commissions  Law  to  order  any  reasonable 
extension.  This  would  apply  to  any  locality  beyond  the  one  hundred 
feet  limitation,  and  in  such  a  case  the  extension  cannot  be  ordered 
until  it  is  found  to  be  reasonable. 

"This  principle  has  recently  been  declared  by  the  Supreme  Court, 
First  Department,  and  must  be  deemed  the  settled  law  of  the  state. 
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(The  People  ex  rel.  N.  Y.  and  Queens  Gas  Co.  v.  McCall  and  others, 
171  A.  D.  580)." 

The  petitioner  in  this  case  applied  for  an  extension  of  respondent's 
natural  gas  main  for  a  distance  of  about  one  thousand  feet.  The 
Commission  says: 

"It  is  true  that  before  an  order  can  be  properly  made  directino;  an 
extension  of  gas  mains  and  service,  such  as  the  petitioner  requires 
in  this  case,  certain  facts  must  be  presented  to  the  Commission 
which  fairly  satisfy  the  requirement  of  the  statute  as  to  the  reason- 
ableness of  such  extension;  and  it  may  be  stated  that  an  applicant 
is  usually  expected  to  furnish  proof  of  such  facts." 

It  was  estimated  that  the  petitioner  would  use  about  seventy-five 
dollars  worth  of  gas  per  year  at  the  prevailing  rate  of  forty-five  cents 
per  thousand  cubic  feet,  and  that  it  would  cost  between  twelve  and 
fifteen  cents  per  foot  for  the  pipe  necessary  for  the  extension  and  about 
5  cents  per  foot  to  lay  the  same. 

The  Commission  directed  the  company  to  make  the  extension,  on 
condition  that  the  petitioner  file  in  the  office  of  the  respondent  a  written 
statement  or  agreement  "whereby  the  petitioner  shall  ol^ligate  himself, 
his  successors  and  assigns,  to  take  the  service  of  natural  gas  from  the 
said  extended  main  of  the  respondent  for  a  period  of  at  least  five  years 
and  pay  therefor  the  prevailing  rate  or  price  in  the  town  of  Leicester, 
and  will  do  or  cause  to  be  done  all  work  necessary  for  such  extension, 
or  reimburse  the  respondent  for  all  expenditures  therefor,  except  the 
cost  of  pipe  and  other  materials." 


REFERENCES 

RATE  PRACTICE 

552 — Lamp  Renewals. 

Lamp  Renewals.     Editorial.    Electrical  Review  and  Western  Electrician, 

September  16,  1916.     p.  493. 

The  editorial  notes  that  a  considerable  number  of  the  more  progressive  companies 
have  adopted  the  policy  of  free  renewals  of  tungsten  lamj^JS.  A  number  of  central 
stations  are  giving  free  renewals  of  timgsten  lamps  of  the  larger  household  sizes, 
such  as  those  consuming  50  and  60  watts.  Others  are  also  giving  free  renewals  in 
smaller  sizes,  and  nearly  all  supply  the  smaller  lamps  at  a  reduced  price  if  free 
renewals  are  not  given.  In  Detroit  new  installations  are  supplied  with  an  outfit  of 
Mazda  lamps  free  of  charge,  but  such  a  supply  is  limited  to  twenty  for  any  one  resi- 
dence. This  keeps  the  burden  upon  the  central-station  compan}^  from  becoming 
too  large,  while  the  general  use  of  40-watt  lamps,  which  is  the  size  supplied  free, 
tends  to  prevent  the  consumption  of  energy  from  declining  to  a  point  lower  than 
would  be  experienced  with  carbon  lamps,  as  has  generally  been  foimd  to  be  the 
case  where  customers  have  to  purchase  lamps  and  from  a  sense  of  economy  install 
the  smaller  sizes  of  tungsten  lamps. 
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At  the  time  tungsten  lamps  came  on  the  market,  it  was  the  practice  of  a  large 
proportion  of  the  central  stations  to  renew  lamps  of  the  more  common  sizes  free 
of  charge,  but  until  the  ruggedness  of  the  tungsten  lamp  had  been  improved  and 
mitil  the  effect  of  the  higher  efficiency  lamp  on  the  income  from  lighting  service 
could  be  determined  the  new  lamps  were  not  included  in  free  renewal  offers.  The 
editorial  states  that  it  seems  now  that  the  policy  of  free  renewals  of  tungsten 
lamps  will  soon  receive  general  adoption. 


PUBLIC  SERVICE  REGULATION 

252 — Commission  Annual  Reports. 

Indiana  Public  Service  Commission,  Second  Amiual  Report,  755 
pages. 

The  annual  report  of  the  Indiana  Commission  for  the  fiscal  year  ending  Septembjer 
30,  1915,  contains  abstracts  of  the  amendments  to  the  Commission  law  passed  in 
191.5,  a  brief  history  of  the  various  commission  cases  carried  to  the  courts,  an 
accoimt  of  the  work  of  the  various  departments  of  the  Commission's  staff,  and 
statistics  compiled  for  the  utility  and  railway  companies  imder  its  jurisdiction, 
for  the  year  1915. 


GENERAL 

222 — Accounts. 

Report  of  Accounting  Committee.  Read  Before  the  Pennsylvania 
Electric  Association  at  its  Ninth  Annual  Convention,  Eagles  Mere, 
Pennsylvania,  September  6-8,  1916. 

The  report  of  the  accounting  committee  presented  a  proposed  classification  of 
accounts  for  electric  utilities  designed  to  meet  present  conditions  in  Pennsylvania. 

Other  papers  on  the  subject  of  accounting  presented  at  the  convention  are  the  fol- 
lowing: "Construction  Cost  Accoimting",  by  F.  Heinbokel;  "Construction 
Records  and  Accounts  Both  Debits  and  Credits",  by  H.  C.  Hopson;  and  "The 
Classification  of  Materials  and  Supplies",  by  W.  P.  McArdle. 

910 — Promotion  and  Growth  of  Business. 

Increased  Use  of  Electric  Ranges  and  Small  Appliances  in  the 
Home,  by  Hudson  W.  Reed.  Read  Before  the  Pennsylvania  Electric 
Association  at  its  Ninth  Armual  Convention,  Eagles  Mere,  Pennsylva- 
nia, September  6-8,  1916. 

The  paper  gives  suggestions  for  increasing  the  sale  and  use  of  elccitric  appliances, 
calling  attention  not  only  to  the  importance  of  selling  electric  ranges,  but  also 
to  the  necessity  for  pushing  the  sale  of  all  appliances  even  those  which  do  not 
greatly  increase  the  consumption  of  current.  It  is  showTi  that  it  may  be  profitable 
to  sell  at  cost  or  less  than  cost  small  appliances,  thereby  increasing  the  revenue 
from  sale  of  current.  The  problems  relative  to  the  sale  and  use  of  electric  ranges 
and  water  heaters  are  discussed  and  conclusions,  based  on  other  pajiers  and  re- 
ports on  the  subject  and  on  the  ex])crience  of  a  nvunber  of  Pennsylvania  companies, 
are  set  forth.  The  best  methods  of  advertising  and  exploiting  the  sale  of  all 
appliances  are  discussed  at  some  length. 
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910 — Promotion  and  Growth  of  Business. 

Method  of  Securing  Consumers  Deterred  by  First  Cost  of  Wiring, 
by  E.  C.  Newivian.  Read  Before  the  Pennsylvania  Electric  Association 
at  its  Ninth  Annual  Convention,  Eagles  Mere,  Pennsylvania,  Septem- 
ber 6-8,  1916. 

The  paper  points  out  the  necessity  of  the  adoption  of  systematic  methods  to  secure 
residential  business,  particularly  in  the  case  of  old  buildings  not  wired  for  electrical 
service.  The  more  successful  plans  adopted  by  various  companies  are  reviewed 
such  as  the  deferred  payment  plan,  limited  time  offers,  and  reduced  cost  for  wiring; 
and  the  reason  for  success  or  failure  of  some  of  these  plans  is  discussed  and  sug- 
gestions are  made  as  to  the  conduct  of  campaigns  of  this  character. 

COURT  DECISION  REFERENCES 

130 — Protection  of  the  Corporation. 

Public  Service  Gas  Company  v.  Mayor  and  Common  Council  of  City 
OF  Newark  and  Public  Lighting  Service  Corporation.  Decision  of  the 
Court  of  Chancery  of  New  Jersey,  July  22,  1916.     98  Atlantic  404. 

The  contract  between  the  complainant  gas  company  and  the  city  of  Newark  for 
street  lighting  service  expired.  The  city  advertised  for  bids  and  the  complainant 
sent  in  a  proposal  for  the  maintenance  of  2,000  or  more  street  lights,  and  the  supply 
of  gas  thereto  in  accordance  with  the  schedule  filed  with  the  public  utilities  com- 
mission. The  city  awarded  a  contract  to  the  defendant  company,  the  Public 
Lighting  Service  Corporation,  which  calls  for  the  equipment  of  about  2,000  poles, 
owned  by  the  city,  with  lamps  and  which  provides  for  the  lighting  and  extinguish- 
ing of  the  same.  The  complainant  was  directed  to  remove  its  lamps  and  equip- 
ment from  certain  of  the  poles.  The  complainant  objected  to  the  installation 
of  other  lamps  than  its  own,  to  use  gas  from  its  mains,  unless  an  agreement  was 
previously  made  for  measuring  the  amount  of  its  gas  consumed.  The  defendant 
company  removed  certain  of  complainant's  lamps  and  installed  its  own  lamps. 
A  rule  to  show  cause  with  interim  restraint  was  issued  by  Vice  Chancellor  Howell, 
preventing  the  defendants  from  taking  gas  from  complainant's  mains,  except 
on  conditions  stated  therein. 

The  Court  of  Chancery  in  passing  upon  the  complainant's  bill  for  an  injunction 
says  that  by  reason  of  the  franchise  which  complainant  enjoys  of  laying  and  main- 
taining mains  in  the  streets  of  the  city  to  furnish  gas,  the  obligation  is  imposed 
on  it  to  furnish  gas  to  the  citizens  of  the  city  and  to  the  municipality;  but  that  the 
obligation  to  furnish  gas  must  be  subject  to  reasonable  terms,  and  a  reasonable 
price  shall  be  paid  for  service  rendered.     The  court  says: 

"Since  the  termination  of  its  contract  in  March  last,  complainant  has  continued 
•to  light  the  streets  of  the  city  with  gas,  and  it  can  be  compelled  to  continue 
for  a  proper  compensation,  to  supply  gas  to  the  city  for  lamps  which  the  city 
owns  or  controls.  Such  compensation  must,  however,  be  reasonable  and  just, 
and  must  be  based  on  some  method  that  will  correctly  ascertain  the  fair  and 
reasonable  value  of  complainant's  property  taken  by  the  city."  

The  court  finds  that  it  would  not  be  reasonable  to  require  complainant  to  supply 
gas  for  the  street  lighting  service,  where  no  provision  is  made  for  measurement 
of  consumption;  where  the  hours  of  burning,  and  the  record  of  the  hours  of  burning, 
is  placed  in  the  hands  of  the  defendant  company,  which  is  in  certain  respects  a 
competitor  of  the  complainant;  and  where  no  provision  is  made  for  properly  com- 
pensating the  complainant  should  it  assume  the  burden  of  providing  meters  for 
street  lighting  service  or  of  maintaining  its  own  staff  of  inspectors  for  keeping 
a  record  of  the  hours  of  burning. 

The  Court  continues  the  restraint  or  injunction  until  a  final  hearing  of  the  case. 
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Santa  Maria  Gas  &  Power  Co.     Re 

protection    from    competition 176 

Statement  of  development  of  rail- 
roads and  public  utilities  in  Cali- 
fornia under  commission  regula- 
tion          355 

Vallev  Telephone  Co.     Re  issue  of 

stock     10.) 

Colorado — Pubhc    Utilities     Commis- 
sion. 

Arvada,  Town  of,  v.  Arvada  Elec- 
tric Co. 

Re    electric    rates 70 

Petition   for   rehearing   of    rates 

case   denied    202 

Colorado  Springs  Light,  Heat  & 
Power  Co.     Re  gas   rates 313 

La  Junta,  Citizens  of,  v.  ArKansas 
Valley  Railway,  Light  &  Power 
Co.      Re   electric    rates* 67 

Report    of   decisions,    December    1, 

1914,   to  January   1,   1916 7S 

Thormann  v.  The  Denver  &  Inter- 
urban  Railroad  Co.  Re  jurisdic- 
tion   of    state    commission    over 

local    regulation    381 

Connecticut — Public     Utilities     Com- 
mission. 

Annual    report,    1915 228 

Compilation  of  rates  of  Connecti- 
cut utihties.     June  30,  1915 162 


District  of  Columbia — Public  Utilities 

Commission.     Annual  report,  1915...     339 


Georgia — Court  of  Appeals.     Georgia 
Railway  &  Power  Co.  v.  Peck.     Re 

deposits    16 


H 

Hawaii — Public  Utility  Commission. 

Annual  reports,  1913,  1914  and  1915      195 
Definition    in    regard    to   classes    of 

franchises   for  street   railways...      221 


f 

Idaho — Public  Utilities  Comm:ss-ion. 

Coeur  D'Alene,  City  of,  v.  Inter- 
state Utilities  Co.  Re  rates  for 
telephone  service  284 

Hodges   V.    The    Capital    Water    Co. 

Re   terms  and  conditions 46 

Mullan     Water     Works.      Re     rates, 

rules    and    regulations 146 

Illinois — Public    Utilities    Commission. 

Abbott   Light  &   Power  Co.  v.  An- 
drew Parks.     Re  maintenance  of 
service    line    338 

Bloomington  and  Normal  Railway  & 
Light  Co.  Re  extension  of 
service    45 

Bowe  et  al.  v.  Jacksonville  Railway 
&  Light  Co.  et  al.  Brief  for  com- 
pany            94 

Bowe  et  al.  v.  Jacksonville  Railway 

&    Light    Co.     Re   rates* 315 

Central  Illinois  Public  Service  Co. 
Re  abandonment  of  heating 
service    4b 

Central    Illinois    Utilities    Co.      Re 

electric  rates*  396 

Central  Union  Telephone  Co.  and 
the  Decatur  Home  Telephone  Co. 
Re  merger  176 

Chicago  Tunnel  Co.  Re  applica- 
tion to  sell  property  to  Chicago 
Telephone  Co 254 

Commonwealth  Edison  Co. 

Re    rates*    245 

Memorandum    in    re    minimum 

charge    178 

Danville    Street    Railway    &    Light 

Co.     Re  electric  rates 401 

Hamilton  Utilities  Co.  Re  elec- 
tric rates  for  heating  and 
cooking*    268 

Lincoln,  City  of,  v.  Lincoln  Water 
&  Light  Co.  Brief  for  company 
in    rates    case    47 

McClanahan  v.  Tri-County  Light  & 

Power   Co.      Re   rates 152 

Peoples    Power    Co.      Re    gas    ana 

electric   rates  303 

People's  Telephone  &  Telegraph  Co. 

of  Menard   County.      Re   rates 367 

Preliminary      rules      for      overhead 

electrical  construction  130 

Public  Service  Co.  of  Northern  Illi- 
nois.     Re  gas   rates 295 

*The  Star  indicates  that   rate  schedules 
are  given. 
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Springfield,  City  of,  v.  Springfield 
Gas    &    Electric    Co.       Re    gas 

rates*    3,    24 

Illinois — Supreme     Court.       Vandalia, 

City  of,  V.  Postal  Telegraph-Cable 

Co.       Re    removal    of    poles     from 

street    308 

Indiana — Public  Service  Commission. 

Annual    report,    1915 403 

Citizens  Co- Operative  Telephone 
Co.    Re   rates 285 

Commercial  Club  of  Terre  Haute 
et  al.  V.  Citizens  Gas  &  Fuel  Co. 
Re  rates  for  gas  service 350 

Indianapolis    Telephone    Co.    et    al. 

Re    merger    274 

Noblesville    Heat,    Light    &    Power 

Co.    Re  rates  to  rural  customers      391 

Northern  Indiana  Gas  &  Electric 
Co.,  Application  of,  re  purchase 
of  property  of  General  Service 
Co.   and   Indiana  Lighting  Co 158 

Richmond  Light,  Heat  &  Power  Co. 

Re  gas  rates* 393 

Iowa — Supreme  Court.      Tipton,   City 

of,  V.   Tipton  Light   &  Heating  Co. 

Re   rates   fixed  by  ordinance 196 

H 

Kansas^ — Public  Utilities  Commission. 

American     Independent      Telephone 

Co.     Re  rates  fixed  by  contract     281 

Whitewater  Telephone  Co.  Re  col- 
lection   rules   258 

Kansas — Supreme  Court. 

State    ex    rel.    Randall   v.    Litchfield 

et  al.     Re  rates  fixed  by  contract        48 

Wichita  Water  Co.  v.  City  of 
Wichita.  City  requiring  changes 
in  the  location  of  water  mains 
and  hydrants  upheld  by  the  court     324 

Kentucky — District      Court,     E.     D. 

Kentucky. 

Ashland  Waterworks  Co.  v.  City  of 
Ashland  et  al.  Franchise  agree- 
ments modified  by  subsequent 
legislation    96 


Louisiana — Supreme  Court.  State  v. 
Sloan.  (New  Orleans  Ry.  &  Lt. 
Co.).     Re  additional  service  charge     352 

M 

Maine — Public   Utilities    Commission. 

Annual  report.     Vol.   I.   1915 51,  64 

Augusta  Water  District.  Re  exten- 
sion  of    service 335 

Butler  et  al.  v.  Lewiston,  Augusta 

&  Waterville  St.  Railway,  re  rates     124 

Eastern  Maine  Railroad.     Re  issue 

of    securities    237 

Oxford  Electric  Co.     Re  contract       44 
Wiscasset    Water    Co.        Re     free 
service    to    town 280 

Maryland — Public  Service  Commis- 
sion. 

Annual    report,    1915 Ill 

Chesapeake  &  Potomac  Telephone 
Co.     of     Baltimore.     Re     rates 

21,   35,  57,   71,   88 

Washington  County  Water  Co.     Re 

rates  fixed  by  contract 108 


Massachusetts — Gas      and      Electric 

Light   Commissioners. 

Boston  Consolidated  Gas  Co.  Re- 
port on  "sliding  scale"  system 19 

Middleboro,    Tov^m    of.      Re    sale   of 

current  to  tovvTi  of  Lakeville 304 

Vineyard  Lighting  Co.     Re  seasonal 

rates    200 

Missouri — Public  Service  Commission. 

Annual    report.    1915 100 

Citizens  Telephone  Co.  v.  Missouri, 
Kansas  &  Texas  Railway  Co.  et 
al.  Company  ordered  to  Install 
in  depot  telephones  of  two  com- 
peting companies  158 

Deane  et  al.  v.  Atchison,  Topeka 
&  Santa  Fe  Railway  Co.  Re  rules 
for  handling  of   baggage 208 

Hannibal  Trust  Co.  et  al.  v.  South- 
western Tel.  &  Teleg.  Co.  Re 
rates   fixed   by  contract 222 

Hohenthal  v.  Consumers  Electric 
Light  &  Power  Co.  Re  cumu- 
lative   billing    143 

Huling  et  al.  v.  Kansas  City,  Mis- 
souri. Re  substitution  of  meter 
rate  for  flat  rate  for  water 
service    258 

Joi)lin,   City  of,  v.  Home  Telephone 

Co.      Re    rates 333 

Knepp    et    al.    v.    United    Railways 

Co.     Re  facilities  241 

Kramer  et  al.  v.  St.  Joseph  Railway, 
Light,  Heat  &  Power  Co.  Re 
electric   rates*    167 

Marshall  v.  St.  Joseph  Gas  Co.  Re 

rates 155 

Report  of  Decisions.     Vol.  2.  Sept. 

25,  1914,  to  Dec.  31,  1915 Ill 

St.   Joseph,    City   of,   v.   St.    Joseph 
Gas  Co.     Re  extension  of  service     256 
Montana — Public  Service  Commission. 

Citizens    of    Roundup   and    Klein   v. 

Roundup  Coal  Mining  Co.  Re  elec- 
tric rates  91 

Montana — Supreme    Court.      Montana 

Public   Service   Commission  v.    City 

of  Helena.     Re  state  regulation  of 

municipal    utilities    388 

N 

Nebraska — Railway   Commission. 

Annual    report,    1915 291 

Milburn  and  Anselmo  Telephone  Co. 

Re    rates    258 

People's  Telephone  Co.  of  Sterling, 

Neb.     Re  issue  of  stock 303 

Nebraska — Supreme  Court. 

Mclninch  v.  Auburn  Mut.  Lighting  & 

Power  Co.     Re  meter  rental 48 

Marquis   v.    Polk   County   Telephone 

Co.    Re  rates  fixed  by  contract...     340 
New  Hampshire — Public  Service  Com- 
mission. 
Ashuelot   Gas   &   Electric   Co.     Re 

issue  of  securities 241 

Grafton   County   Electric   Light    & 

Power    Co.    et    al.      Re    merger, 

rehearing    297,    319 

New  Jersey — Court  of  Chancery. 
Public  Service  Gas  Co.  v.  Mayor 
and  Common  Council  of  City  of 
Newark  and  Public  Lighting  Serv- 
ice Corporation.  Re  duty  of  public 
utility  to  serve  dependent  upon 
provision    for   proper   compensation     404 

*The  Star  indicates  that  rate  schedules 
are  given. 
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New  Jersey — Court  of  Errors  and 
Appeals.  Public  Service  Electric 
Co.  V.  Board  of  I'ublic  Utility  Com- 
missioners. Free  service  to  city 
discontinued    80 

New  Jersey — Public  Utility  Commis- 
sioners. 

Annual  report  (6th),  1915 387 

Burlington  Sewerage  Co.    Re  rates 

fixed  by  contract 11 

Collingswood     Sewerage     Co.       Re 

rates  fixed  by  contract 12 

Ocean  County  Electric  Co.  Re  is- 
sue  of   securities 239 

Ostend  Realty  Co.  v.  The  Atlantic 
City  Sewerage  Co.  Re  ordinance 
rates  104 

Report     of     Decisions.       Vol.     III. 

May  12,  1914,  to  July  12,  1915 30 

Statistics  of  public  utilities  for  the 

year  1914   387 

Stein  et  al.  v.  Consolidated  Gas  Co. 
of  New  Jersey.  Re  terms  and 
conditions    90 

New    York — Public    Service    Commis- 
sion.   (ID.) 
Herman  et  al.  v.  Newtown  Gas  Co. 

Re    rates    269 

Schwarz    et    al.    v.    Woodhaven    Gas 

Light    Co.    et   al.      Re   rates 269 

Weiss  V.   New  York  Steam  Co.    Re 

deposits    175 

New  York — Public  Service  Commis- 
sion.    (2D.) 

Annual  report,  1915.    Vol.  1 228 

Ashmead,  et  al.,  Application  of.    Re 

protection   from  competition 235 

Binghamton   Light,   Heat    &    Power 

Co.     Re  issue  of  securities 145 

Le  Roy,  Village  of,  v.  Pavilion 
Natural    Gas    Co.      Re    minimum 

charge  for  gas  service 140 

Moore  v.   Pavilion  Natural  Gas  Co. 

Re  extension  of  .service 401 

North  Shore  Electric  Light  & 
Power  Co.  et  al.  Re  rehearing 
of  order  authorizing  purchase  of 
Port     Jefferson     Electric     Light 

Company    382 

Woodruff  Hotel  Co.  v.  New  York 
Telephone  Co.  Re  rates  fixed  by 
contract  282 

New  York — Supreme  Court,  Appel- 
late Division. 

People  ex  rel.  Kelly  v.  Public  Serv- 
ice Commission  (2D).  Re  limita- 
tion of  jurisdiction  of  commis- 
sion           31 

People  ex  rel.  New  York  &  Queens 
Gas  Co.  V.  McCall  et  al..  Public 
Service  Commission  (ID).  Re 
extension  of  service 32 

North  Dakota — Railroad  Commission. 
Laws  of   the  State  of  North  Da- 
kota pertaining    to   railroads   and 
public   utilities,    1915 48 


Ohio — Court  of  Appeals,  4th  Appel- 
late District.  Ohio  River  Electric 
Railway  Co.  v.  Pfarr  et  al.  Re 
competitive      bidding      for      street 

lighting    contracts    

Ohio — Public   Utilities   Commission. 
Cincinnati,    City    of,    v.    Union    Gas 
&  Electric  Co.     Re  valuation  for 
rate  making  purposes  


Mauntler    Bros.    Co.      Re   valuation 

for  rate  making 105 

Union  Gas  and  Electric  Co.  and 
the  Cincinnati  Gas  &  Electric 
Co.  Reply  brief  on  behalf  of 
the  companies  in  re  appraisal  of 
property    of    Cincinnati    Gas    & 

Electric    Co 62 

Oklahoma — Corporation  Commission. 

Mangum,  City  of,  v.  Mangum  Elec- 
tric  Co.      Re   rates* 343 

Sharp  et  al.  v.  Oklahoma  Gas  & 
Electric  Co.  Re  extension  of 
service 240 

Turner  et  al.  v.  Comanche  Light  & 

Power  Co.     Re  electric  rates*...     434 
Oregon — Public   Service  Commission. 

Annual    report,    1915 95 

Home    Telephone    &    Telegraph    Co. 

Re    rates    286 

Portland  Railway,  Light  &  Power 
Co.  Rates  case.  Preliminary  de- 
cision re  value 202,  215 

Oregon — Supreme    Court.       Portland, 

City   of,   V.    Portland   Ry.    Light    & 

Power  Co.     Re  taxation 164 

P 

Pennsylvania — Public     Service     Com- 
mission. 
Bath,    Borough   of.      Be   protection 

from    competition    368 

Black  V.  Garrett  Electric  Light, 
Heat  &  Power  Co.     Re  extension 

of  service  282 

Byrne  v.   Fayette  County  Gas   Co. 

Re   terms  and  conditions 287 

Citizens  Electric  Illuminating  Co. 
v.  Consumers  Electric  Co.  of  the 
Borough  of  Exeter.  Re  protec- 
tion from  competition 157 

New  Castle  Box  Co.  v.  City  of  New 
Castle    Water    Co.     Re    minimum 

charge  13 

New  Jersey  Zinc  Co.  v.  Central 
Railroad  Co.  of  New  Jersey.     Re 

rates  fixed  by  contract 106 

Powell  V.  California  Water  Co.    Re 

terms  and  conditions   304 

Swoveland  v.   People's  Natural  Gas 

Co.    Re  deposits  286 

Thayer    et    al.    v.     Beaver    Valley 

Water   Co.      Re   rates 330 

Pennsylvania — P.    S.     C. — Bureau    of 

Engineering.     Annual  report,  1914...      147 
Philippine     Islands — P  u  b  1  i  c     Utility 
Commission.      Philippine  Shipowners 
Association.  Re  freight  and  passen- 
ger rates  289 


Rhode  Island — Public  Utilities  Com- 
mission. Chase  et  al.  v.  Bay  State 
Street  Railway  Co.  Re  extension 
of    electric   service   

Rhode  Island — Supreme  Court.  Walsh 
V.  Bristol  &  Warren  Waterworks. 
Re  discontinuance  of  service  for 
non-payment    of   bills 


Texas — Court  of  Civil  Appeals.  Coun- 
ty Gas  Co.  V.  Temple  ton.  Re  ex- 
tension of  service 


161 


372 


179 


375 


♦The  Star  indicates  that  rate  schedules 
are  given. 
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U.  S. — Circuit  Court  of  Appeals. 
Wheeler  v.  City  and  County  of  Den- 
ver.     Re  municipal  bond  issues ISO 

U.  S. — Circuit  Court  of  Appeals,  Sth 
Circuit.  Des  Moines,  City  of,  v. 
Des  Moines  Water  Co.  et  al.  Re 
purchase  by  municipality 112 


V 

Service 


Commls- 


Vermont — Public 
mission. 
Central   Vermont    Power    Co.      Re 

issue  of  stocks 240 

Thompson    et     al.       Re    protection 

from    competition    380 

w 

Washington — PubHc  Service  Commis- 
sion. 

Annual    report,    1915 1-1  < 

Pacific   Telephone   &   Telegraph  Co. 

Re  valuation   for  rate  making 249 

Washington — Supreme   Court. 

Johnson   v.    Pacific    Power   &    Light 

Co.     Re  default  in  pubhc  service      276 
Raymond    Lumber    Co.    v.    Raymond 
Light    &    Water    Co.      Re    rates 

fixed  bv  contract 384 

Spear  et   al.   v.   City  of   Bremerton 

et  al.  Re  purchase  by  municipality     132 
West    Virginia — Public    Service    Com- 
mission.      Wellsburg,     City     of,     v. 
Wellsburg   Electric    Light,   Heat    & 

Power  Co.     Re  electric  rates* 41 

West  Virginia — Supreme  Court  of  Ap- 
peals. Randall  Gas  Co.  v.  Star 
Glass  Co.  Re  rates  fixed  by  con- 
tract         211 

Wisconsin — Railroad    Commission. 

Annual    report,    1914 77 

Bogart  et  al.  v.  Wisconsin  Tele- 
phone Co.     Re  rates 173,  192 

Falls  Light  &  Power  Co.  Re  val- 
uation for  purchase  by  munici- 
pality         224 

Jackman    et   al.   v.   Janesville   Elec- 
tric Co.     Re  division  of  expense 
due  to  change  in  type  of  service..     126 
Kauffman    et    al.    v.    Hillsboro   Light 

&  Power  Co.     Re  electric  rates     284 
Kreunen     et     al.     v.     Cedar     Grove 

Telephone  Co.  Re  electric  rates*        43 
Milwaukee      Electric      Railway      & 
Light     Co.       Re    "active     room" 

rates    for   residence   service 359 

Reports    of    Decisions.     Volume    16      195 
West    Allia,   City  of,   v.   West   Allis 

Gas    Co.      Re   gas   rates 365 


Decisions  and  Rate  Schedules 

a 

Abbott  Light  &  Power  Co.  v.  An- 
drew Parks.  Decision  of  Illinois 
Commission  re  maintenance  of 
service   lines   338 

American  Independent  Telephone  Co. 
Decision  of  Kansas  Commission  re 
rates    fixed    by    contract 281 

Andrew  Parks,  Abbott  Light  & 
Power  Co.  v.  Decision  of  Illinois 
Commission  re  maintenance  of 
service   lines   338 


Arkansas  Valley  Railway,  Light  & 
Power  Co.,  Citizens  of  La  Junta  v. 
Decision  of  Colorado  Commission 
re   electric    rates* 67 

Arvada,  Town  of,  v.  Arvada  Electric 
Co.  Decision  of  Colorado  Com- 
mission  re   electric   rates 70 

Arvada,  Town  of,  v.  Arvada  Elec- 
tric Co.  Decision  of  Colorado 
Commission.  Petition  for  rehear- 
ing  of    rates    case    denied 202 

Arvada  Electric  Co.,  Town  of  Ar- 
vada V.  Decision  of  Colorado  Com- 
mission  re   electric   rates 70 

Arvada  Electric  Co.,  Town  of  Ar- 
vada V.  Decision  of  Colorado 
Commission.  Petition  for  rehear- 
ing  of    rates    case   denied 202 

Ashland,  City  of,  et  al.,  Ashland  Wa- 
terworks Co.  V.  Decision  of  Dis- 
trict Court,  E.  D.,  Kentucky. 
Franchise  agreements  modified  by 
subsequent   legislation    96 

Ashland  Waterworks  Co.  v.  City  of 
Ashland  et  al.  Decision  of  Dis- 
trict Court,  E.  D.,  Kentucky. 
Franchise  agreements  modified  by 
subsequent    legislation    96 

Ashmead  et  al.  Application  of.  De- 
cision of  New  York  Commission 
(2D)  re  protection  from  compe- 
tition           235 

Ashuelot  Gas  &  Electric  Co.  De- 
cision of  New  Hampshire  Commis- 
sion  re  issue  of   securities 241 

Atchison,  Topeka  &  Santa  Fe  Rail- 
way Co.,  Deane  et  al.  V.  Decision 
of  Missouri  Commission  re  rules 
for  handling  of   baggage 208 

Atlantic  City  Sewerage  Co.,  Ostend 
Realty  Co.  v.  Decision  of  New 
Jersey  Commission  re  ordinance 
rates    104 

Auburn  Mut.  Lighting  &  Power  Co., 
Mclninch  v.  Decision  of  Nebraska 
Supreme  Court   re  meter  rental 48 

Augusta  Water  District.  Decision 
of  Maine  Commission  re  extension 
of    service    335 


Bay  State  Street  Railway  Co.,  Chase 
et  al.  V.  Decision  of  Rhode  Island 
Commission  re  extension  of  elec- 
tric   service    161 

Beaver  Valley  Water  Co.,  Thayer  et 
al.  V.  Decision  of  Pennsylvania 
Commission    re    rates    330 

Binghamton  Light,  Heat  &  Power 
Co.  Decision  of  New  York  Com- 
mission (2D)  re  issue  of  securi- 
ties          145 

Bisbee,  City  of,  v.  Bisbee  Improve- 
ment Co.  et  al.  Decision  of  Ari- 
zona Supreme  Court  re  forfeiture 
of  franchise  179 

Bisbee  Improvement  Co.  et  al.,  City 
of  Bisbee  v.  Decision  of  Arizona 
Supreme  Court  re  forfeiture  of 
franchise    179 

*The  Star  indicates  that  rate  schedules 
are  given. 
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Black  V.  Garrett  Electric  Light, 
Heat  &  Power  Co.  Decision  of 
Pennsylvania  Commission  re  exten- 
sion   of    service    2S2 

Bloomington  and  Normal  Railway  & 
Light  Co.  Decision  of  Illinois 
Commission  re  extension  of  serv- 
ice            45 

Bogart  et  al.  v.  Wisconsin  Telephone 
Co.  Decision  of  Wisconsin  Com- 
mission re  rates 173,  192 

Borough  of  Bath.  Decision  of  Penn- 
sylvania Commission  re  protection 
from   competition   368 

Boston  Consolidated  Gas  Co.  Re- 
port of  Massachusetts  Commis- 
sion on  "sliding  scale"  system 19 

Bowe  et  al.  v.  Jacksonville  Railway 
&  Light  Co.  Decision  of  Illinois 
Commisf.ion    re    rates* 315 

Bremerton,  City  of,  et  al.,  Spear 
et  al.  V.  Decision  of  Washington 
Supreme  Court  re  purchase  by  mu- 
nicipality          132 

Bristol  &  Warren  Waterworks, 
Walsh  V.  Decision  of  Rhode  Island 
Supreme  Court  re  discontinuance 
of  service  for  non  payment  of 
bills     372 

Burlington  Sewerage  Co.  Decision 
of  New  Jersey  Commission  re 
rates   fixed   by  contract 11 

Butler  et  al.  v.  Lewiston,  Augusta 
&  Waterville  Street  Railway.  De- 
cision of  Maine  Commission  re 
rates    124 

Byrne  v.  Fayette  County  Gas  Co. 
Decision  of  Pennsylvania  Commis- 
sion re   terms  and  conditions 2S7 


California  Water  Co.,  Powell  v.  De- 
cision of  Pennsylvania  Commission 
re    terms  and   conditions 304 

Capital  Water  Company,  Hodges  v. 
Decision  of  Idaho  Commission  re 
terms    and     conditions 46 

Cedar  Grove  Telephone  Co.,  Kreunen 
et  al.  V.  Decision  of  Wisconsin 
Commission   re   electric    rates* 43 

Central  Illinois  Public  Service  Co. 
Decision  of  Illinois  Commission  re 
abandonment    of   heating   service 45 

Central  Illinois  Utilities  Co.  De- 
cision of  Illinois  Commission  re 
electric  rates*  396 

Central  Railroad  Co.  of  New  Jersey, 
New  Jersey  Zinc  Co.  v.  Decision 
of  Pennsylvania  Commission  re 
rates   fixed   by   contract 106 

Central  Union  Telephone  Co.  and  the 
Decatur  Home  Telephone  Co.  De- 
cision of  Illinois  Commission  re 
merger    176 

Central  Vermont  Power  Co.  De- 
cision, of  Vermont  Commission  re 
issue    of     stocks 240 

Chase  et  al.  v.  Bay  State  Street 
Railway  Co.  Decision  of  Rhode 
Island  Commission  re  extension  of 
electric     service 161 

Chesapeake  &  Potomac  Telephone 
Co.  of  Baltimore  City.  Decision 
of  Marvland  Commission  re  tele- 
phone rates  21,  35,  57,  71,  88 


Chicago  Telephone  Co.  Decision  of 
Illinois  Commission  re  application 
to  purchase  property  of  the  Chi- 
cago  Tunnel   Co 254 

Chicago  Tunnel  Company.  Decision 
of  Illinois  Commission  re  applica- 
tion to  sell  property  to  the  Chi- 
cagoi   Telephone    Co 254 

Cincinnati,  City  of,  v.  The  Union 
Gas  &  Electric  Co.  Decision  of 
Ohio  Commission  re  valuation  for 
rate   making   purposes   375 

Cincinnati  Gas  &  Electric  Co.  and 
Union  Gas  &  Electric  Co.  Reply 
brief  in  re  appraisal  of  property 
of  Cincinnati  Gas  &  Electric  Co. 
before  Ohio  Commission 62 

Citizens  Co-Operative  Telephone  Co. 
Decision  of  Indiana  Commission  re 
rates    285 

Citizens  Electric  Illuminating  Co.  v. 
Consumers  Electric  Co.  of  the 
Borough  of  Exeter.  Decision  of 
Pennsylvania  Commission  re  pro- 
tection   from   competition   157 

Citizens  Gas  &  Fuel  Co.,  Commer- 
cial Club  of  Terre  Haute  et  al.  v. 
Decision  of  Indiana  Commission  re 
rates   for  gas  service   350 

Citizens  of  Roundup  and  Klein  v. 
Roundup  Coal  Mining  Co.  Decision 
of  Montana  Commission  re  electric 
rates    91 

Citizens  Telephone  Co.  v.  Missouri, 
Kansas  &  Texas  Railwav  Co.  et  al. 
Decision  of  Missouri  Commission. 
Company  ordered  to  install  in  depot 
telephones  of  two  competing  com- 
panies          158 

City  of  New  Castle  Water  Co.,  New 
Castle  Box  Co.  v.  Decision  of 
Pennsylvania  Commission  re  mini- 
mum  charge   13 

Coeur  D'Alene,  City  of,  v.  Inter- 
state Utilities  Company.  Decision 
of  Idaho  Commission  re  rates  for 
telephone  service  284 

Collingsvvood  Sewerage  Co.  Decision 
of  New  Jersey  Commission  re 
rates    fixed   by   contract 12 

Colorado  Springs  Light,  Heat  & 
Power  Co.  Decision  of  Colorado 
Commission  re  gas  rates 313 

Comanche  Light  &  Power  Co.,  Tur- 
ner et  al.  V.  Decision  of  Okla- 
homa Commission  re  electric 
rates*    343 

Commercial  Club  of  Terre  Haute 
et  al.  V.  Citizens  Gas  and  Fuel 
Co.  Decision  of  Indiana  Commis- 
sion re  rates  for  gas  service 350 

Commonwealth  Edison  Co. 

Rate    schedules,    effective    July    1, 

1916    116 

Memorandum  in  re  minimum  charge 

filed  with   Illinois  Commission 178 

Decision  of   Illinois   Commission   re 

rates    245 

Consolidated  Gas  Co.  of  New  Jer- 
sey, Stein  et  al.  v.  Decision  of 
New  Jersey  Commission  re  terms 
and  conditions  90 

Consumers  Electric  Co.  of  the 
Borough  of  Exeter,  Citizens  Elec- 
tric Illuminating  Co.  v.  Decision 
of  Pennsylvania  Commission  re 
protection  from  competition  157 

*The  Star  indicates  that   rate  schedules 
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Consumers  Electric  Light  &  Power 
Co.,  Hohentiial  v.  Decision  of  Mis- 
souri Commission  re  cumulative 
billing    143 

County  Gas  Co.  v.  Templeton.  De- 
cision of  Texas  Court  of  Civil  Ap- 
peals re  extension  of  service 179 

a 

Danville  Street  Railway  &  Light  Co. 
Decision  of  Illinois  Commission  re 
electric    raters    401 

Deano  et  al.  v.  Atchison,  Topeka  & 
Santa  Fe  Railway  Co.  Decision  of 
Missouri  Commission  re  rules  for 
handling  of  baggage  208 

Decatur  Home  Telephone  Co.  and  the 
C^'entral  Union  Telephone  Co.  De- 
cision of  Illinois  Commission  re 
merger     176 

Denver,  City  and  County  of,  Wheeler 
v.  Decision  of  United  States  Cir- 
cuit Court  of  Appeals  re  municipal 
bond    issues    ISO 

Denver  &  Interurban  Railroad  Co., 
Tliormann  v.  Decision  of  Colo- 
rado Commission  re  jurisdiction  of 
State  Commission  over  local  regu- 
lation         3S1 

Des  Moines,  Iowa,  v.  Des  Moines 
Water  Co.  et  al.  Decision  of 
United  States  Circuit  Court  of 
Appeals,  8th  Circuit,  re  purchase 
by    municipality    112 

Des  Moines  Water  Co.  et  al.,  City 
of  Des  Moines,  Iowa,  v.  Decision 
of  United  States  Circuit  Court, 
8th  Circuit,  re  purchase  by  mu- 
nicipality          112 


Eastern  Maine  Railroad.  Decision 
of  Maine  Commission  re  issue  of 
securities    237 

Pldison  Electric  Illuminating  Co.  of 
Boston.     Electric   rate   schedules..     135 


Falls  Light  &  Power  Co.  Decision 
of  Wisconsin  Commission  re  valua- 
tion  for  purchase   by   municipahty..      224 

Fayette  County  Gas  Co.,  Byrne  v. 
Decision  of  Pennsylvania  Commis- 
sion re   terms  and  conditions 287 

G 

Garrett  Electric  Light,  Heat  & 
Power  Co.,  Black  v.  Decision  of 
Pennsylvania  Commission  re  ex- 
tension   of    service    282 

General  Service  Co.,  Application  of 
Northern  Indiana  Gas  &  Electric 
Co.  re  purchase  of.  Decision  of 
Indiana  Commission  158 

Georgia  Railway  &  Power  Co.  v. 
Peck.  Decision  of  Georgia  Court 
of    Appeals    re    deposits 16 

Grafton  County  Electric  Light  & 
Power  Co.,  et  al.  Decision  of 
New  Hampshire  Commission  re 
merger   rehearing   297,   319 

H 

Hamilton  Utilities  Company.  De- 
cision of  Illinois  Commission  re 
rates  for  electric  heating  and 
cooking*    268 


Hannibal  Trust  Co.  et  al.  v.  South- 
western Telephone  &  Teleg.  Co. 
Decision  of  Missouri  Commission 
re  rates  fixed  by  contract 222 

Helena,  City  of,  Montana  PubHc 
Service  Commission  v.  Decision  of 
Montana  Supreme  Court  re  state 
regulation   of   municipal  utilities 388 

Herman  et  al.  v.  Newtown  Gas  Co. 
Decision  of  New  York  Commis- 
sion  (ID)   re  rates 269 

Hillsboro  Light  &  Power  Co.,  Kauff- 
man  et  al.  v.  Decision  of  Wiscon- 
sin  Commission   re   electric   rates..      284 

Hoff  V.  Montgomery.  Decision  of 
California  Commission  re  exten- 
sion  of   service   160 

Hohenthal  v.  Consumers  Electric 
Light  &  Power  Co.  Decision  of 
Missouri  Commission  re  cumulative 
billing    143 

Home  Telephone  Co.  of  Joplin,  City 
of  Joplin  V.  Decision  of  Missouri 
Commission   re   rates   333 

Home  Telephone  &  Telegraph  Co. 
Decision  of  Oregon  Commission  re 
rates    286 

Huling  et  al.  v.  Kansas  City,  Mis- 
souri. Decision  of  Missouri  Com- 
mission re  substitution  of  meter 
rate  for  flat  rate  for  water  ser- 
vice   258 

f 

Indiana  Lighting  Co.,  Application  of 
Northern  Indiana  Gas  &  Electric 
Co.  re  purchase  of.  Decision  of 
Indiana  Commission  158 

Indianapolis  Telephone  Co.  et  al. 
Decision  of  Indiana  Commission 
re  merger   274 

Interstate  Utilities  Co.,  City  of 
Coeur  D'Alene  v.  Decision  of 
Idaho  Commission  re  rates  for  tel- 
ephone  service   284 

J 

Jackman  et  al.  v.  Janesville  Electric 
Co.  Decision  of  Wisconsin  Com- 
mission re  division  of  expense  due 
to   change   in    type   of    ser\'ice 126 

Jacksonville  Railway  &  Light  Co. 
et  al.,  Bowe  et  al.  v.  Brief  for 
company  before  Illinois  Commis- 
sion            94 

Jacksonville  Railway  &  Light  Co., 
Powc  et  al.  v.  Decision  of  Illi- 
nois Commission  re  rates* 315 

Janesville  Electric  Co.,  Jackman  et 
al.  V.  Decision  of  Wisconsin  Com- 
mission re  division  of  expense  due 
to    change    in    type    of    service 126 

Johnson  v.  Pacific  Power  &  Light 
Co.  Decision  of  Washington  Su- 
preme Court.  Re  default  in  public 
service    276 

Joplin,  City  of,  v.  Home  Telephone  Co. 
of  Joplin.  Decision  of  Missouri 
Commission    re   rates    333 


Kansas  City,  Missouri,  Huling  et  al.  v. 
Decision  of  Missouri  Commission 
re  substitution  of  meter  rate  for 
flat    rate   for  water   service 258 
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Kauffman  et  al.  v.  Hillsboro  Light  & 
Power  Co.  Decision  of  Wisconsin 
Coinmiasion  re  electric  rates 284 

Knepp  et  al.  v.  United  Railways  Co. 
r>ecif.ion  of  Missouri  Commission 
re   facilities   241 

Kramer  et  al.  v.  St.  Joseph  Railway, 
Light  &  Power  Co.  Decision  of 
Mi.^rouri  Commission  re  electric 
rates*    167 

L 

Le  Roy,  Village  of,  v.  Pavilion 
Natui-al  Gas  po.  Decision  of  New 
York  Commission  (2D)  re  minimum 
charge  for  gas  service  140 

Lebanon  Electric  Light  &  Power 
Co.  Decision  of  New  Hampshire 
Commission  re  purchase  of,  by 
Grafton  County  Electric  Light  & 
Power   Co , 297,   319 

Lewi.ston,  Augusta  &  Waterville 
Street  Railway.  Butler  et  al.  v. 
Decision  of  Maine  Commission  re 
rates    124 

Lexington  Utilities  Co.  Electric 
rates  fixed  by  ordinance  July  10, 
1916*   279 

Lincoln,  City  of,  v.  Lincoln  Water  & 
Light  Co.  Brief  for  company  in 
rates  case  before  Illinois  Commis- 
sion           47 

Lincoln  Water  &  Light  Co.,  City  of 
liincoln  v.  Brief  for  company  in 
rates  case  before  the  Illinois 
Commission  47 

Litchfield,  et  al..  State  ex  rel.  Ran- 
dall V.  Decision  of  Kansas  Su- 
preme Court  re  rates  fixed  by 
contract    48 

Los  Angeles,  City  of.  Application 
re  valuation  of  Southern  Cali- 
fornia Edison  Company  for  pur- 
chase by  municipality.  Brief  for 
comi)any  before  California  Com- 
mission           79 

Af 

McClanahan  v.  Tri-County  Light  & 
Power  Co.  Decision  of  Illinois 
Commission  re  rates  152 

Mangum,  City  of,  v.  Mangum  Electric 
Co.  Decision  of  Oklahoma  Com- 
mission  re   rates*    343 

Mangum  Electric  Co.,  City  of  Man- 
gum V.  Decision  of  Oklahoma 
Commission  re  rates*   343 

Marquis  v.  Polk  County  Telephone 
Co.  Decision  of  Nebraska  Supreme 
Court   re  rates  fixed  by  contract...      340 

Marshall  v.  St.  Joseph  Gas  Co.  De- 
cision of  Missouri  Commission  re 
rales    1.55 

ilascoma  Electric  Light  &  Gas  Co. 
Decision  of  New  Hampshire  Com- 
mission re  purchase  of,  by  Grafton 
County  Electric  Ligh-t  &  Power 
Co 297,  319 

Mauntler  Bros.  Co.  Decision  of 
Ohio  Commission  re  valuation  for 
rate   making   105 

Middleboro,  Town  of.  Decision  of 
Massachusetts  Commission  re  sale 
of  current  to  town  of  Lake- 
ville 304 


Milburn  and  Anselmo  Telephone  Co. 
Decision  of  Nebraska  Commission 
re   rates   258 

Milwaukee  Electric  Railway  &  Light 
Co.  Deci.sion  of  Wisconsin  Com- 
mission re  "active  room"  rates  for 
residence   service   359 

Milwaukee  Light,  Heat  &  Traction 
Co.  Electric  rates  to  rural  custo- 
mers effective  January  1,  1916 99 

Missouri,  Kansas  &  Texas  Railway 
Co.  et  al.,  Citizens  Telephone  Co. 
V.  Decision  of  Missouri  Commis- 
sion. Company  ordered  to  install 
in  depot  telephones  of  two  com- 
peting   companies 158 

Montana — P.  S.  C.  v.  City  of  Helena. 
Decision  of  Montana  Supreme 
Court  re  state  regulation  of  mu- 
nicipal utilities   388 

Moore  v.  Pavilion  Natural  Gas  Co. 
Decision  of  New  York  Commission 
(2D)    re  extension  of  service 401 

Morenci  Water  Co.  Decision  of  Ari- 
zona  Commission   re   rates 92 

Morenci  Water  Co.  Decision  of  Ari- 
zona Commission.  Supplemental  or- 
der re  prompt   payment  discount....        93 

Mount  Whitney  Power  &  Electric  Co. 
and  the  San  Joaquin  Light  &  Power 
Corporation.  Decision  of  Cali- 
fornia Commission  re  rates* 183,  206 

Mullan  Water  Works.  Decision  of 
Idaho  Commission  re  rates,  rules 
and  regulations  146 

N 

Narragansett    Electric   Lighting   Co., 
Providence,   Rhode    Island. 

Rate  schedules  for  electric  power. 

April  12,  1916  151 

Electric     lighting     rates     effective 

July   1,    1916*    311 

New  Castle  Box  Co.  v.  City  of  New 
Castle  Water  Co.  Decision  of 
Pennsylvania  Commission  re  mini- 
tauni  charge  13 

New  Jersey — P.  U.  C,  Public  Service 
Electric  Company  v.  Decision  of 
New  Jersev  Court  of  Errors  and 
Appeals.  Free  service  to  city  dis- 
continued            lO 

New  Jersey  Zinc  Co.  v.  Central  Rail- 
road Co.  of  New  Jersey.  Decision 
cf  Pennt'.ylvania  Commission  re 
rates  fixed  by  contract  106 

(New  Orlean.-!  Ry.  &  Lt.  Co.)  State 
V.  Sloan.  Decision  of  Louisiana  Su- 
preme Court  re  additional  service 
charge    352 

New  York — P.  S.  C.  (ID),  People 
ex  rel.  New  York  &  Queens  Gas 
Co.  V.  Decision  of  New  York  Su- 
preme Court,  Appellate  Division, 
re   extension  of   service 32 

New  York — P.  S.  C.  (2D),  People 
ex  rel.  Kelly  v.  Decision  of  New 
York  Supreme  Court,  Appellate 
Division,  re  limitation  of  jurisdic- 
tion  of   commission   31 

*The  Star  indicates  that   rate  schedules 
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New  York  &  Queens  Gas  Co.,  Peo- 
ple ex  rel.,  v.  McCall  et  al.,  Public 
Service  Commission  (ID).  De- 
cision of  New  York  Supreme 
Court,  Appellate  Division,  re  ex- 
tension of  service  32 

New  York  Edison  Co.  and  the 
United  Electric  Light  &  Power 
Co.  Electric  rate  cases  reopened, 
Sept.    7,    1916    354 

New  York  Steam  Co.,  Weiss  v.  De- 
cision of  New  York  Commission 
(ID)    re  deposits   17.") 

New  York  Telephone  Co.,  Woodruff 
Hotel  Co.  v.  Decision  of  New 
York  Commission  (2D)  re  rates 
fixed  by  contract   2S2 

Newark,  Mayor  and  Common  Coun- 
cil of  City  of,  and  Public  Lighting 
Service  Corporation,  Public  Serv- 
ice Gas  Co.  v.  Decision  of  New 
Jersey  Court  of  Chancery  re  duty 
of  public  utility  to  serve  dependent 
upon  provision  for  proper  conspen- 
sation    401 

Newtown  Gas  Co.,  Herman  et  al.  v. 
Decision  of  New  York  Commission 
(ID)    re   rates   269 

Noblesville  Heat,  Light  &  Power 
Co.  Decision  of  Indiana  Commis- 
sion re  rates   to  rural  customers..      391 

North  Shore  Electric  Light  &  Power 
Co.  et  al.  Decision  of  New  York 
Commission  (2D)  re  taking  care 
of  individual  damage  claims  when 
authorizing  the  transfer  of  public 
utility    property    3S2 

Northern  Indiana  Gas  &  Electric 
Co.,  Application  of.  Decision  of 
Indiana  Commission  re  purchase  of 
property  of  General  Service  Co. 
and    Indiana    Lighting   Co 158 

o 

Ocean  County  Electric  Co.  Deci- 
sion of  New  Jersey  Commission 
re    issue    of    securities 239 

Ohio  River  Electric  Railway  Co.  v. 
Pfarr  et  al.  Decision  of  Ohio 
Court  of  Appeals,  Fourth  Appel- 
late District,  re  competitive  bid- 
ding  for   street    lighting   contracts        31 

Oklahoma  Gas  and  Electric  Co., 
Sharp  et  al.  v.  Decision  of  Okla- 
homa Commission  re  extension  of 
service    240 

Ostend  Realty  Co.  v.  The  Atlantic 
City  Sewerage  Co.  Decision  of 
New  Jersey  Commission  re  ordi- 
nance   rates    104 

Oxford     Electric     Co.       Decision     of 

Maine  Commission  re  contract 44 

P 

Pacific  Gas  &  Electric  Co.  Deci- 
sion of  Arizona  Commission  re 
terms  and  conditions 75 

Pacific  Power  and  flight  Co.,  John- 
son V.  Decision  of  Washington  Su- 
preme Court  re  default  in  public 
service    276 

Pacific  Telephone  &  Telegraph  Co. 
Decision  of  Washington  Commis- 
sion   re   valuation    for    rate   making     249 

I'anama- Pacific  Warehouse  Corpora- 
tion. Decision  of  California  Com- 
mission  re  issue  of  securities 28 


Pavilion  Natural  Gas  Co.,  AHllage  of 
Le  Roy  v.  Decision  of  New  York 
Commission  (2D)  re  minimum 
charge   for   gas   service 140 

Pavilion  Natural  Gas  Co.,  Moore  v. 
Decision  of  New  York  Commis- 
sion   (2D)    re   extension   of   service      401 

People  ex  rel.  Kelly  v.  Public  Serv- 
ice Commission  (2D).  Decision  of 
New  York  Supreme  Court  re  limi- 
tation of  jurisdiction  of  commis- 
sion             31 

People's  Natural  Gas  Co.,  Swove- 
land  V.  Decision  of  Pennsylvania 
Commission    re   deposits   286 

Peoples  Power  Co.  Decision  of  Illi- 
nois Commission  re  gas  and  elec- 
tric rates  in  Moline  and  Rock 
Island    303 

.People's  Telephone  &  Telegraph  Co. 
of  Menard  County.  Decision  of 
Illinois    Commission   re   rates 367 

People's  Telephone  Co.  of  Sterling, 
Neb.  Decision  of  Nebraska  Com- 
mission  re  issue  of  stock 303 

(The)   Philadelphia  Electric  Co.  Rate 

schedules    effective    April    1,     1916        83 

Philippine  Shipowners  Association. 
Decision  of  Philippine  Islands 
(r'ommission  re  freight  and  passen- 
ger   rates    289 

I 'oik  County  Telephone  Co.,  Marquis 
V.  Decision  of  Nebraska  Supreme 
Court,   re   rates   fixed   by   contract      340 

Port  Jefferson  Electric  I^ight  Co., 
Decision  of  New  York  Commission 
(2D)  re  rehearing  of  order  au- 
thorizing purchase  of,  by  North 
Shore  Electric  Light  &  Power 
Co.     et     al 382 

Portland,  City  of,  v.  Portland  Ry. 
Light  &  Power  Co.  Decision  of 
Oregon  Supreme  Court  re  taxa- 
tion           164 

Portland  Railway,  Light  &  Power 
Co.  Rates  case.  Preliminary  de- 
cision of  Oregon  Commission  re 
value 202,   215 

Portland  Ry.  Light  &  Power  Co., 
C^ity  of  Portland  v.  Decision  of 
Oregon  Supreme  Court   re  taxation      164 

Postal  Telegraph-Cable  Co.,  City  of 
Vandalia  v.  Decision  of  Illinois  Su- 
l)reme    Court    re    removal   of   poles      308 

Powell  V.  California  Water  Co.  De- 
cision of  Pennsylvania  Commission 
re    terms  and   conditions 304 

Public  Service  Co.  of  Northern  Illi- 
nois. Decision  of  Illinois  Commis- 
sion  re  gas    rates 295 

1  ublic  Service  Company  of  Northern 
Illinois.  Schedules  for  electric 
service.*    August    1,   1916 327 

Public  Service  Electric  Co.  v.  Board 
of  Public  Utility  Commissioners. 
Decision  of  New  Jersey  Court  of 
Errors  and  Appeals.  Free  serv- 
ice   to    city    discontinued 60 

Public  Service  Gas  Co.  v.  Mayor  and 
Common  Council  of  City  of 
Newark  and  Public  Lighting  Serv- 
ice Corporation.  Decision  of  New 
Jersey  Court  of  Chancery  re  duty 
of  public  utility  to  serve  dependent 
upon  provision  for  proper  com- 
pensation          404 
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R 

Randall  Gar.  Co.  v.  Star  Glass  Co. 
Decision  of  West  Virginia  Supreme 
Court  of  Appeals  re  rates  fixed 
by   contract    211 

Raymond  Lumber  Co.  v.  Raymond 
Light  &  Water  Co.  Decision  of 
Washington  Supreme  Court  re 
rate.s    fixed    by    contract .384 

Raymond  Light  &  Water  Co.,  Ray- 
mond Lumber  Co.  v.  Decision  of 
Washington  Supreme  Court  re 
rates  fixed  by  contract 384 

Richmond  Light,  Heat  &  Power  Co. 
Decision  of  Indiana  Commission  re 
gas    rates*     39.3 

Roundup  Coal  Mining  Co.,  Citizens 
of  Roundup  and  Klein  v.  Decision 
of    Montana    Commission    re    rates       91 

s 

St.  Joseph,  City  of,  v.  St.  Joseph  Gas 
Co.  Decision  of  Missouri  Commis- 
sion  re   extension  of   service 256 

St.  Joseph  Gas  Co.,  City  of  St. 
Joseph  V.  Decision  of  Missouri 
Commission  re  extension  of  service      256 

St.  Joseph  Gas  Co.,  Marshall  v.  De- 
cision of  Missouri  Commission  re 
rates     155 

St.  Joseph  Railway,  Light,  Heat  & 
Power  Co.,  Kramer  et  al.  v.  De- 
cision of  Missouri  Commission  re 
electric    rates*    167 

San  Joaquin  Light  &  Power  Corpora- 
tion and  the  Mount  Whitney  Power 
&  Electric  Co.  Decision  of  Cali- 
fornia  Commission   re   rates* 183,   206 

Santa  Maria  Gas  &  Power  Co.  Deci- 
sion of  California  Commission  re 
protection    from   competition 176 

Schwarz  et  al.  v.  Woodhaven  Gas 
Light  Co.  et  al.  Decision  of  New 
York   Commission    (ID)    re   rates...      269 

Sharp  et  al.  v.  Oklahoma  Gas  &  Elec- 
tric Co.  Decision  of  Oklahoma 
Commission  re  extension  of  service      240 

Sheboygan  Falls,  City  of.  Decision 
of  Wisconsin  Commission  re  valua- 
tion of  Falls  Light  &  Power  Co. 
for  purchase  by  municipality  224 

Sloan,  State  v.  (New  Orleans  Ry.  & 
Lt.  Co.).  Decision  of  Louisiana 
Supreme  Court  re  additional  serv- 
ice  charge   352 

Southern  California  Edison  Co.  Brief 
(for  company)  re  valuation  for 
purchase  by  municipality  before 
California    Commission    79 

Southwestern  Tel.  &  Teleg.  Co.,  Han- 
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Reasonableness  and  legal  right  of  the 
"minimum  charge"  in  public  utility 
services,   by   Samuel   S.   Wyer '..     275 

Reasons  for  excluding  interest   from 

cost,   by  George    O.   May 178 

Relations    between    electric    utilities 

and  consumers,  by  J.  Fred  Schaffer      339 

Recent    street    lighting  problems  and 

developments,   by  J.  R.   Cravath 308 

Reckoning   with   costs   of   superseded 

equipment,   by   Edwin  D.   Dreyfus...      306 

s 

Scottish  plans    for   electric   heating...        76 

Selling  municipal  and  highway  lighting, 

by   Thomas   F.   Kelly 148 

Selling    securities    to   patrons.    Electric 

Railway  Journal 324 

Solving  the  heating  problem  and  se- 
curing the  power  business,  by  A.  C. 
Shepherd     163 

Some  experiences  in  connection  with 
Chicago's  street  lighting  systems, 
by  Arthur  C.  King 308 

Some  features  of  domestic  electric 
cooking  and  heating,  bv  H.  B. 
Peirce     371 

Standards  for  electric  service. 
United  States  Bureau  of  Stand- 
ards,   Circular   No.    56 323 

Street  lighting  by  indeterminate  con- 
tracts. Electrical  Review  and  Westtrn 
Electrician 94 

Street    lighting  on  a   cost -of -service 

basis,  by  G.  W.  Van  Derzee 14 

T 

Tendencies  in  street  lighting  prac- 
tice.    Electrical  World 371 

Theory    of    public    utility    franchises, 

by    George    McLean 162 

V 

XJ unties  Magazine.  Electrical  num- 
ber, May,   1916 162 

y 

Valuation    of    railroad    right -of -wa\", 

by  A.   M.   Sakolski 195 

Valuation  of  water  rights  for  power 

companies,  by  J.   P.   Newell 29 

Value     for     rate-making,      bv     Henry 

Floy     275 

(The)  value  of  residence  business  to 
the  central  station,  by  G.  A. 
Lowther  61 

Voltage  regulation  for  electric  light- 
ing systems,  by  George  P.  Roux 260 

IV 

Worry,  the  real  basis  of  rate  making. 
Stone  and  Webster  Journal 306- 
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Localities 


Arvada, 
case 


Colorado. 


Electric     rates 


Baltimore,       Maryland.  Telephone 

rates   case   21,    35,    57,    71,    SS 

Bath,  Pennsylvania.  Commission  de- 
cision re  protection  from  competi- 
tion       36S 

Benton,    Illinois.     Electric  rates   for 

heating  and  cooking 268 

Boston,      Massachusetts.        Electric 

rates 135 

Burlington,  New  Jersey.  Rates  fixed 
by   contract    11 


California.  Statement  of  develop- 
ment of  railroads  and  public  utili- 
ties in  California  under  commis- 
sion   regulation    355 

Canada,   (The)   failure  of  government 

ownership    in,    by    Samuel    O.    Dunn     243 

Cazadero,    California.      Extension    of 

service  of  water  utility 160 

Cedar     Grove,     Wisconsin.       Electric 

rates    case   43 

Chicago,    111. 

Chicago    gas    question,    by    George 

W.  Weber  307 

Electric    rates,     effective    July    1, 

1916   116 

Some      experiences      in      connection 

with      Chicago      street      lighting 

system,  by  Arthur  C.  King 30S 

Chile,   Regulation   of   electric   service 

rates   in    63 

Cincinnati,  Ohio— City  Council  State- 
ment to,  from  Union  Gas  &  Elec- 
tric Co.  re  gas  rates 94 

Cleveland,    Ohio.      More    truth    about 

Cleveland's  municipal  light  plant Ill 

CoUingswood,  New  Jersey.  Rates 
fixed  by  contract 12 

0 

DanviUe,  Illinois.  Rates  for  elec- 
tric  service   401 


Edinburgh,    Scotland.      Scottish    plans 

for  electric  heating  76 

Elmore,  Ohio.     Valuation  for  natural 

gas   rate  making   105 

H 

Hagerstown,  Maryland.     Water  rates 

fixed   by   contract    lOS 

Hillyard,  Washington.  Electric  rates 
effective  July  1,  1916  and  Septem- 
ber 1,   1916 263 

Holden,  Missouri.  Railroad  Com- 
pany ordered  to  install  telephones 
of  two  competing  companies 15S 


Illinois.  Electric  service  to  inter- 
connected   Illinois    towns 148 

Iowa.  Rural  service  from  Iowa 
transmission  lines.  Committee  re- 
port, Iowa  Section  N.  E.  L.  A. 
1916.  W.  H.  Burtis  and  P.  D. 
Paine    291 


Jacksonville,    Illinois.     Rates    for   gas, 

electric  and  street  railway  service     315 

K 

Kokomo,  Indiana,  Cost  of  serving 
rural  customers  at,  by  P.  H.  Pal- 
mer         78 

L 

La  Junta,   Colorado.     Electric   rates 

case  67 

Lakeville,  Mass.,  Commission  deci- 
sion re  sale  of  current  to,  by  town 
of   Middleboro   304 

Lawton,  Oklahoma.  Rates  for  elec- 
tric service  effective  August  9, 
1916   343 

Lexington,   Illinois.     Re  extension  of 

service     45 

Lexington,  Kentucky.     Electric  rates 

fixed  by  ordinance  July   10,    1916   ...      279 

Long  Branch,  New  Jersey.     Re  terms 

and   conditions    90 

/If 

Mangum,  Oklahoma.  Rates  for  elec- 
tric service  effective  August  9, 
1916    343 

Menard  County,  Illinois.  Commis- 
sion  decision   re    telephone    rates...     367 

Middleboro,  Mass.  Commission  de- 
cision re  sale  of  current  to  town 
of   Lakeville    304 

Milwaukee,  Wis.  Electric  rates  to 
rural  customers,  effective  January 
1,    1916    99 

Milwaukee,  Wis.  Telephone  rate 
case    173,    192 

Moline,    111.      Commission   decision    re 

gas   and   electric    rates 303 

Mullan,  Idaho.  Commission  decision 
re  rates,  rules  and  regulations  of 
water   utility   146 

N 

New  Castle,  Pennsylvania.  Minimum 
chat"ge   for  water   13 

New     Orleans,     Public     utility     hoard 

created    for    292 

o 

Ohio.  Operation  of  an  Ohio  inter- 
connected   system   164 
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Pana,  Illinois.  Abandonment  of 
heating  service  45 

Paxton,  Illinois.  Rates  for  power 
and  heating  and  cooking  service. 
July    24,    1916 396 

Philadelphia,    Pennsylvania.      Electric 

rates,  effective  April  1,  1916 S3 

Plainfield,   New  Jersey.   Free   service 

to   city  discontinued   SO 

Portsmouth,  Rhode  Island.  Exten- 
sion of  electric  service 161 

Providence,    Rhode    Island. 

Rate  schedules  for  electric  power. 

April  12,  1916 151 

Electric     lighting     rates     effective 

July   1,   1916 311 


Sterling,  Nebraska,  People's  Tele- 
phone Co.  of.  Decision  of 
Nebraska  Commission  re  issue  of 
stock     303 

Stockton,  CaUfornia.  Heating  and 
cooking  rate  effective  June  11, 
1916   199 

T 

Tacoma,  Washington.  Electric  rates 
for  residence  service  effective  Jan- 
uary  1,  1916 139 

Terre  Haute,  Commercial  Club  of, 
et  al.  V.  Citizens  Gas  &  Fuel  Co. 
Decision  of  Indiana  Commission  re 
rates  for  gas  service 350 

Terrell,  Texas.  Municipal  plant  ob- 
jects to  competition 210 

Tipton,      111.        Rates      for      electric 

service    401 


Rochester,  New  York,  New  York 
Commission  decision  re  operation 
of  auto  bus  line  in 235 

Rock  Island,  111.  Commission  deci- 
sion re  gas  and  electric  rates 303 


u 

United  States,  Railway  situation  in, 
as  viewed  by  foreign  authority. 
Report  of  an  interview  with  W.  M. 
Acworth    244 


s 

St.  Joseph,  Missouri.  Gas  rates 
case    155 

St.  Louis,  Missouri.  Rates  for  elec- 
tricity, effective  June  10,  1916 231 

San  Louis  Obispo,  California.  Com- 
petition in  gas  service  permitted...      176 

Spokane,  Washington.  Electric  rates, 
effective  July  1,  1916  and  Septem- 
ber   1,    1916 263 

Springfield,   Illinois.     Gas  rates  case.. .3,  24 


Viola,  Illinois.     Complaint  as  to  elec- 
tric  rates   dismissed   152 


IV 


Electric 


Wellsburg,    West    Virginia. 

rates  case  

Wiscasset,  Maine.  Commission  deci- 
sion re  free  water  service  to 
schools   or   town   


41 
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